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MILK  IN  THE  EASTERN  OHIO- 

WESTERN  PENNSYLVANIA  MAR¬ 
KETING  AREA 

Decision  on  Proposed  Amendments  to 
Marketing  Agreement  and  to  Order 

A  public  hearing  was  held  upon  pro¬ 
posed  amendments  to  the  marketing 
agreement  and  the  order  regtdating  the 
handling  of  milk  in  the  Eastern  Ohio- 
Western  Pennsylvania  marketing  area. 
The  hearing  was  held,  pursuant  to  the 
provisions  of  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended  (7 
U.S.C.  601  et  seq.),  and  the  applicable 
rules  of  practice  (7  CFR  Part  900),  at 
Cleveland,  Ohio,  on  January  25-28,  1972, 
pursuant  to  notice  thereof  issued  on 
January  7,  1972  (37  FJL.  465). 

Upon  the  basis  of  the  evidence  intro¬ 
duce  at  the  hearing  and  the  record 
thei-eof,  the  Deputy  Administrator, 
Regulatory  Programs,  on  July  17,  1972 
(37  F.R.  14393)  filed  with  the  Hearing 
Clerk,  U.S.  Department  of  Agriculture, 
his  recommended  decision  containing 
notice  of  the  opportunity  to  file  written 
exceptions  thereto. 

The  material  issues,  findings  and  con¬ 
clusions,  rulings,  and  general  findings  of 
the  recommended  decision  are  hereby 
approved  and  adopted  and  are  set  forth 
in  full  herein,  subject  to  the  following 
modifications: 

1.  Under  “1.  Pool  plant  qualifications.” , 
the  first  paragraph  is  changed. 

2.  Under  “2.  Diversion  of  producer 
milk.”,  four  paragraphs  are  added 
thereto. 

3.  “3.  Location  adjustments."  is  com¬ 
pletely  changed. 

4.  Under  “4.  Butterfat  differential.”, 
the  eightti  and  ninth  paragraphs  are  de¬ 
leted. 

5.  Under  “7.  Miscellaneous  and  con¬ 
forming  changes.”,  a  paragraph  is  added 
thereto. 

The  material  Issues  on  the  record  of 
the  hearing  relate  to : 

1.  Pool  plant  qualifications. 

2.  Diversion  of  producer  milk. 

3.  Location  adjustments. 

4.  Butterfat  differentials. 

5.  Class  I  price. 

6.  Classification  provisions. 

7.  Miscellaneous  and  conforming 
changes. 

Findings  and  Conclusions 

The  following  findings  and  conclusions 
on  the  material  Issues  are  based  on  evi¬ 
dence  presented  at  the  hearing  and  the 
record  thereof : 

1.  Pool  plant  qualifications,  (a)  Bal¬ 
ancing  plant.  A  milk  processing  plant 
that  is  operated  by  a  cooperative  and  Is 
approved  by  a  duly  constituted  health 
authority  to  handle  milk  for  fiuld  con¬ 
sumption  should  be  accorded  pool  plant 


status  if,  during  the  month,  a  quantity 
of  fiuld  milk  products  that  is  not  less 
than  a  specified  percentage  (65  percent 
in  September-AprU  and  50  percent  in 
other  months)  of  its  producer  members’ 
milk  is  received  at  pool  distributing 
plants,  either  by  direct  delivery  from 
the  producers’  farms  or  as  a  shipment 
from  the  cooperative’s  supply  plant. 

Enabling  such  a  plant  to  qualify  as 
a  pool  plant  was  proposed  by  a  principal 
cooperative  in  the  market.  There  was  no 
opposition  to  the  proposal  at  the  hearing. 

A  plant  operated  by  the  proponent 
cooperative,  which  now  must  qualify  for 
pooling  by  meeting  the  pooling  require¬ 
ments  for  a  supply  plant,  serves  the 
market  as  a  “balancing  plant.’’  In  that 
capacity  it  enables  proprietary  plant  op¬ 
erators  to  tailor  their  receipts  each  day 
to  their  bottling  needs.  A  bottling  plant 
that  receives  milk  by  direct  delivery 
from  the  farms  of  designated  producer 
members  of  the  cooperative  may  accept 
a  part  or  none  of  such  deliveries  on  any 
day.  That  is,  the  total  deliveries  of  such 
producers  on  the  days  the  bottling  plant 
is  not  operated,  and  the  amoimts  in 
excess  of  its  Class  I  needs  on  other  days, 
are  received  at  the  cooperative’s  plant. 
When  the  direct  deliveries  of  the  pro¬ 
ducers  assigned  to  such  plants  are  in¬ 
adequate  for  its  needs,  the  bottling  plant 
obtains  from  the  cooperative’s  plant 
supplemental  supplies  for  the  balance  of 
its  needs. 

nie  cooperative  claims  that  it  is  be¬ 
coming  increasingly  difficult  to  qualify 
its  plant  for  pooling  on  the  basis  of  its 
shipping  performance  as  a  supply  plant. 
This  is  because  the  cooperative’s  plant  is 
operating  mainly  as  an  equalizing,  or 
balancing,  plant  in  handling  the  reserve 
supplies  associated  with  the  Class  I  re¬ 
quirements  of  the  increasing  number  of 
pool  distributing  plants  it  serves.  Under 
these  circumstances,  the  cooperative  con¬ 
tends,  to  continue  to  require  its  balancing 
plant  to  qualify  under  the  pooling  re¬ 
quirements  of  a  supply  plant  will  force 
it  to  make  unnecessary  and  imeconomic 
movements  of  milk. 

The  balancing  plant  now  serving  the 
market  (which  now  qualifies  for  pool¬ 
ing  as  a  supply  plant)  used  246  million 
pounds  of  milk  for  manufacturing  In 
1971.  This  represented  supplies  that  were 
not  needed  by  buying  handlers  for  Class 
I  purposes.  As  might  be  expected,  the 
quantities  of  milk  used  for  manufacture 
at  this  plant  were  lowest  during  those 
months  of  the  year  when  the  market’s 
Class  I  sales  were  highest  relative  to  pro¬ 
ducer  deliveries.  Conversely,  the  quan¬ 
tities  of  milk  utilized  in  the  balancing 
plant  for  manufacture  were  highest  in 
the  months  when  the  Class  I  needs  of 
the  market  were  lowest  relative  to  pro¬ 
duction.  In  1971  the  average  daily  quan¬ 
tity  of  milk  utilized  for  manufacture  at 
the  balancing  plant  was  1,015,000  poimds 
in  May  through  August,  and  502,000  in 
the  other  8  months  of  the  year. 

Requiring  that  a  quantity  of  fiuld  milk 
products  that  is  at  least  65  percent  of 
a  cooperative’s  member  producer  milk 
received  at  p(x>l  plants  during  the  month, 


either  by  direct  delivery  from  such  mem¬ 
bers’  farms  or  as  a  shipment  from  the 
c(X)perative’s  balancing  plant,  is  a  reas¬ 
onable  basis  to  qualify  such  plant  for 
pooling  in  September  through  April.  In 
the  months  of  May  through  August, 
when  the  quantity  of  reserve  milk  in 
the  pool  is  substantially  greater  than 
that  in  the  other  months,  a  50-percent 
requirement  (instead  of  65  percent)  to 
qualify  a  balancing  plant  to  pool  is  an 
appropriate  basis  for  determining  as¬ 
sociation  with  the  market. 

In  proposing  the  above  percentages, 
the  proponent  cooperative  stated  that 
the  pool  distributing  plants  that  it  sup¬ 
plies  are  basically  Class  I  operations.  As 
a  consequence,  the  percentages  listed 
above  would  tend  to  approximate  the 
actual  utilization  of  the  milk  of  their 
producer  members.  Percentages  proposed 
by  the  cooperative  and  herein  adopted 
also  approximate  the  Class  I  utilization 
for  the  total  market  for  the  months  to 
which  they  apply. 

It  was  not  indicated  that  any  plant 
other  than  the  pror>onent’s  is  now  serving 
the  market  as  a  balancing  plant.  Pro¬ 
ponent  stated,  however,  that  its  pro¬ 
posal  is  intended  to  enable  any  coopera¬ 
tive  to  pool  one  or  more  of  its  plants 
that  meet  the  requirements  herein 
adopted. 

A  cooperative  should  be  permitted  to 
qualify  two  or  more  plants  with  manu¬ 
facturing  facilities  for  pooling  as  bal¬ 
ancing  plants  if  such  plants  collec¬ 
tively  meet  the  standards  herein 
adopted.  The  balancing  plant  function 
performed  by  a  cooperative  for  the 
market  would  in  no  way  be  diminished, 
and  might  even  be  enhanced,  if  two  or 
more  plants  were  considered  as  a  unit 
to  qualify  them  for  pooling  as  bal¬ 
ancing  plants. 

Enabling  a  cooperative’s  balancing 
plant  to  obtain  pool-plant  status  under 
the  conditions  adopt^  in  this  decision 
will  contribute  to  the  orderly  marketing 
of  producer  milk  under  the  order. 
When  the  production  of  dairy  farmers 
regularly  supplying  the  market  is  not 
needed  at  the  bottling  plant  to  which 
it  is  usually  assigned,  their  milk  will  be 
pooled  by  delivery  to  the  balancing 
plant.  The  plant  thus  is  an  assured 
outlet  for  reserve  milk  without  involv¬ 
ing  arrangements  under  which  the  pro¬ 
ducers’  milk  would  need  to  be  diverted 
from  the  bottling  plants  in  order  to 
maintain  pool  status. 

A  cooperative  should  be  permitted  at 
any  time  to  request  nonpool  status  for  a 
plant  that  would  qualify  for  pooling  as 
a  balancing  plant  imless  such  plant  dur¬ 
ing  the  same  month  would  qualify  for 
pooling  on  the  basis  of  its  performance 
as  a  distributing  plant  or  a  supply  plant. 
However,  if  the  cooperative  elects  non- 
pool  status  for  a  balancing  plant,  such 
plant  could  not  be  reinstated  for  pooling 
as  a  balancing  plant  in  the  next  12 
months.  If  a  balancing  plant  were  al¬ 
lowed  to  move  from  pool  to  nonpool 
status  and  back  in  shorter  periods,  it 
could  not  be  considered  as  a  plant  on 
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which  the  market  could  depend  to  per¬ 
form  the  function  of  a  balancing  plant. 

A  balancing  plant  should  not  be  eli¬ 
gible  to  qualify  as  a  pool  plant  imder  this 
order  If  It  qualified  In  the  same  month 
as  a  pool  plant  under  another  order  and 
the  volume  of  fluid  milk  products  (ex¬ 
cept  filled  milk)  disposed  of  from  such 
plant  In  the  other  order’s  marketing  area 
as  route  disposition  and  to  fully  regulated 
distributing  plants  imder  that  order  was 
greater  than  the  volume  of  route  disposi¬ 
tion  in  this  marketing  area  and  trans¬ 
fers  to  pool  distributing  plants  under  this 
order  during  the  same  month  from  that 
plant.  Such  a  provision  will  preclude  the 
pooling  in  the  Eastern  Ohio-Western 
Pennsylvania  order  a  plant  with  primary 
association  in  another  order  market. 

(b)  Pooling  a  supply  plant  in  March- 
August  based  on  its  supplying  the  mar¬ 
ket  in  the  preceding  September-Febru- 
ary  period.  The  requirements  for  pooling 
a  supply  plant  in  March  through  August 
based  on  its  suppljnng  the  market  in 
the  preceding  September  through  Feb¬ 
ruary  should  be  modified. 

To  qualify  for  pooling  in  any  indi¬ 
vidual  month  a  supply  plant  must  move 
to  pool  distributing  plants,  by  transfer 
or  diversion,  not  less  than  50  percent 
during  the  months  of  September,  Octo¬ 
ber,  and  November  (40  percent  in  other 
months)  of  the  milk  received  from  dairy 
farmers  (excluding  that  diverted  from 
other  plants)  at  such  plant  during  the 
month.  It  may  count  also  toward  such 
percentage  its  route  disposition  in  the 
marketing  area.  A  supply  plant  thus 
qualified  for  each  month  of  September 
through  February  is  accorded  "auto¬ 
matic”  pool  plant  status  for  the  follow¬ 
ing  March  through  August,  l.e.,  without 
being  required  to  ship. 

The  provision  to  count  route  disposi¬ 
tion  in  the  marketing  area  the  same  as 
a  shipment  to  a  pool  distributing  plant 
in  determining  qualification  to  pool  was 
instituted  in  the  order  effective  Octo¬ 
ber  1,  1970.  At  the  present  hearing  it 
was  proposed  that  the  order  be  clarified 
as  to  whether  such  disposition  is  to  be 
counted  in  determining  whether  a  supply 
plant  qualifies  for  automatic  pooling  in 
the  March-August  period. 

Qualifying  a  supply  plant  for  pooling 
in  March  through  August  only  on  the 
basis  of  its  transfers  and  diversions  to 
pool  distributing  plants  in  the  preceding 
September-February  period  recognizes 
the  supply  plant  function  of  such  a  plant. 
When  the  automatic  pooling  provision 
was  instituted  in  the  order,  it  contem¬ 
plated  that  a  supply  plant  would  qualify 
for  automatic  pooling  in  March-August 
solely  on  the  basis  of  transfers  and  di¬ 
visions  to  pool  distributing  plants  in  the 
preceding  September  through  February. 
It  was  not  contemplated  at  that  time, 
or  has  it  ever  been  proposed,  that  its 
route  disposition  would  be  credited  i-s 
performance  toward  its  automatic  pool 
status  as  a  supply  plant. 

Accordingly,  it  is  concluded  that  the 
order  should  be  clarifled  by  providing  for 
automatic  pooling  in  the  March-August 
period  for  a  supply  plant  only  on  the 
basis  of  Its  actual  shipments  and  diver¬ 


sions  to  pool  distributing  plants  in  the 
preceding  months  of  September  through 
February. 

(c)  Specifying  plant  at  which  diverted 
milk  shall  be  pooled.  The  order  should  be 
clarifled  to  specify  that  all  milk  diverted 
from  a  pool  distributing  plant  to  other 
plants  (except  another  pool  distributing 
plant)  shall  be  considered  as  having  been 
received  at  the  distributing  plant  in 
determining  its  qualification  to  pool. 

To  qualify  as  a  pool  plant  for  each 
month,  a  distributing  plant  must  have 
route  disposition  of  50  percent  (40  per¬ 
cent  in  April-August)  of  its  receipts  of 
fluid  milk  products.  In  addition,  its  route 
disposition  In  the  marketing  area  during 
the  month  must  be  at  least  15  percent  of 
such  receipts. 

For  determining  its  pooling  qualifica¬ 
tion,  a  plant’s  receipts  now  include  fluid 
milk  products  (except  filled  milk)  physi¬ 
cally  received  at  such  plant  or  diverted  as 
producer  milk  to  a  nonpool  plant.  As  pro¬ 
posed  at  the  hearing,  milk  diverted  from 
a  distributing  plant  to  a  pool  supply  plant 
also  would  be  considered  as  a  receipt  at 
the  distributing  plant  in  determining  Its 
pooling  qualification. 

Prior  to  October  1970  such  diversions 
were  considered  as  a  receipt  at  the  pool 
supply  plant  to  which  diverted.  ’The  order 
was  amended  effective  October  1,  1970, 
however,  to  exclude  milk  diverted  to  a 
pool  supply  plant  as  a  receipt  at  such 
plant  in  determining  its  pooling  quallfl- 
catlons.  That  change  necessarily  means 
that  such  diverted  milk  be  considered  a 
receipt  at  the  plant  with  which  It  is 
primarily  associated,  the  distributing 
plant  from  which  diverted.  The  amend¬ 
ment  adopted  by  this  decision  provides 
the  appropriate  language  to  accomplish 
this. 

2.  Diversion  of  producer  milk.  Milk  di¬ 
verted  from  a  pool  plant  to  another  pool 
plant  or  to  a  nonpool  plant  should  be 
priced  at  the  location  of  the  plant  to 
which  diverted. 

Diverslcxis  to  nonpool  plants  are  now 
priced  at  the  location  of  the  pool  plant 
from  which  diverted.  Likewise,  milk  of 
a  producer  diverted  from  the  pool  plant 
at  which  his  milk  is  customarily  received 
to  another  pool  plant  is  now  priced  at  the 
location  of  the  plant  from  which  diverted, 
to  the  extent  that  his  number  of  days’ 
production  involved  in  the  diversion  does 
not  exceed  his  number  of  days  of  produc¬ 
tion  physically  received  at  the  plant  from 
which  diverted.  Diversions  to  pool  plants 
in  excess  of  such  limit  are  priced  at  the 
location  of  the  plant  to  which  diverted. 

(Changes  in  the  diversion  provisions 
were  considered  at  the  hearing  as  well  as 
proposals  to  revise  location  adjustments. 
As  provided  by  this  decision,  the  loca¬ 
tion  adjustments  are  changed  to  recog¬ 
nize  the  greater  value  of  producer  milk 
f.o.b.  plants  in  or  near  the  principal 
population  centers  in  the  marketing  area, 
as  compared  to  its  value  at  other  loca¬ 
tions.  In  view  of  this,  it  would  be  incon¬ 
sistent  to  continue  to  price  milk  as  if 
delivered  to  a  plant  in  or  near  the  prin¬ 
cipal  population  centers  In  the  market 
when  actually  delivered  as  diverted  milk 


to  a  plant  at  a  location  at  which  a  dif¬ 
ferent  price  is  appropriate  based  on  the 
location  adjustment  provisions  adopted 
in  this  decision. 

’The  purpose  of  the  diversion  provisions 
Is  to  facilitate  marketing  the  reserve  milk 
that  Is  a  necessary  part  of  the  market’s 
supply.  Because  of  variations  in  market 
needs  and  in  production,  the  milk  of  each 
producer  is  not  needed  every  day  for 
processing  as  fluid  milk  at  the  plant  to 
which  it  is  customarily  delivered.  It  is 
necessary,  however,  that  there  be  a 
reserve  of  qualified  milk  available  for  the 
fluctuating  needs  of  handlers  serving  the 
market.  At  times,  therefore,  when  milk 
of  a  dairy  farmer  regularly  supplying  the 
market  is  not  needed  at  the  plant  to 
which  it  is  usually  shli^ied,  it  can  be 
handled  most  economically  by  moving  it 
directly  as  diverted  milk  from  the  farm 
to  another  pool  plant  where  it  Is  needed 
for  Class  I  purposes  or  (when  It  is  not 
needed  for  Class  I  purposes)  to  a  nearby 
manufacturing  plant,  whether  it  be  a 
pool  plant  or  a  nonpool  plant. 

’The  location  adjustments  adopted  by 
this  declslcn  appropriately  reflect  the 
relative  values  for  producer  milk  received 
at  pool  plants  according  to  their  respec¬ 
tive  locations.  When  producer  milk  is  re¬ 
ceived  as  diverted  milk  at  a  nonpool 
plant,  its  location  value  is  similar  to  that 
of  milk  delivered  by  producers  to  a  pool 
plant  at  the  same  distance  from  the 
market. 

In  its  exceptions  to  the  recommended 
decision,  a  cooperative  asked  that  the 
diverted  milk  of  a  producer  be  priced  at 
the  location  of  the  plant  to  which  divert¬ 
ed  only  when  more  than  30  percent  of  his 
deliveries  during  the  month  is  diverted 
milk.  ’The  cooperative  stated  that  such 
provision  is  desirable  because  most  dis¬ 
tributing  plants  operate  only  4  or  5 
days  a  week,  and  the  milk  of  producers 
re^arly  assigned  to  such  plants  must  be 
diverted  on  the  remaining  days  of  the 
week.  As  stated  by  the  cooperative,  "Un¬ 
less  the  order  accommodate  this  balanc¬ 
ing  functicm  in  relation  to  zone  pricing, 
orderly  marketing  will  suffer  and  some 
producers  will  beneflt  at  the  expense  of 
other  producers  with  different  net  price 
to  producers  in  the  same  area.” 

Met  pool  distributing  plants  under 
the  order  are  located  in  the  zone  (2,  3, 
and  4)  in  which  plus  location  adjust¬ 
ments  iqsply.  On  days  when  the  milk  of 
pxroducers  assigned  to  such  plants  is  not 
needed  by  them,  it  is  diverted  to  other 
plants  for  manufacturing.  TTie  plants  to 
which  milk  is  diverted  are  located  prin¬ 
cipally  in  areas  where  no  location  ad¬ 
justment,  or  a  minus  location  adjust¬ 
ment,  would  apply  as  provided  by  this 
deision. 

To  adopt  the  iwovision  proposed  by 
the  coiverative  in  its  exceptions  (which 
could  price  as  much  as  30  percent  of  a 
producer’s  deliveries  diverted  to  a  plant 
at  which  no  location  adjustment  ap¬ 
plies  at  the  price  applicable  at  a  plant 
where  a  higher  price  applies)  could  nul¬ 
lify  the  effect  of  the  order  change  adopt¬ 
ed  herein,  l.e.,  pricing  producer  milk 
based  on  the  location  of  the  plant  at 
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which  the  milk  is  received  directly  from 
the  farm. 

The  cooperative’s  proposed  provision 
would  result  In  different  prices  beln^r 
paid  to  producers  for  milk  physically 
delivered  to  the  same  plant  during  the 
month,  P’or  example,  if  30  percent  of 
the  milk  of  a  producer  shipping  to  a  pool 
distributing  plant  in  Zone  4  (plus  10-cent 
location  adjustment)  were  physically  de¬ 
livered  as  diverted  milk  to  a  pool  supply 
plant  in  Zone  1  (no  location  a^ustment) 
the  producer  would  receive  the  plus  10- 
cent  location  adjustment  for  the  divert¬ 
ed  milk.  On  the  other  hand,  the  producer 
whose  entire  production  was  delivered  to 
the  pool  supply  plant  would  receive  the 
Zone  1  price,  10  cents  less  than  that  paid 
to  producers  for  milk  diverted  to  the 
same  plant  from  a  Zone  4  plant.  It  can¬ 
not  be  concluded  that  such  a  provisicm 
would  promote  equity  among  producers 
or  be  in  the  best  interests  of  the  market. 

3.  Location  adjustments.  Location  ad¬ 
justments  (the  amounts  by  which  the 
Class  I  price  and  the  uniform  price  are 
adjusted  for  milk  received  at  plants 
variously  located)  should  be  based  on 
a  plant’s  location  relative  to  the  major 
consumption  centers  in  the  market. 

For  the  purpose  of  applying  location 
adjustments,  the  marketing  area  should 
be  divided  into  three  zones  designated 
as  follows: 

Zone  1  would  include  the  Ohio  comi¬ 
ties  of  Ashtabula,  Carroll,  Geauga, 
Guernsey  (limited  to  the  townships  of 
Londonderry,  Millwood,  and  Oxford), 
Harrison,  Holmes,  Monroe,  Portage, 
Tuscarawas,  Wayne,  Ashland  (except 
the  townships  of  Ruggles,  SuUivan,  and 
Troy),  Stark  (limited  to  Sugar  Creek 
township)  and  Trumbull  (limited  to  the 
townships  of  Bazetta,  Bloomfield,  Bristol, 
Champion,  Farmington,  Fowler,  Greene, 
Gustavus,  Hartford.  Johnston,  Kinsman, 
Mecca.  Mesopotamia.  Southington,  and 
Vernon) ;  and  the  Pennsylvania  coun¬ 
ties  of  Clarion  (limited  to  the  town¬ 
ships  of  Ashland,  Beaver,  Licking,  Madi¬ 
son,  Perry,  Piney,  Richland,  Salem,  and 
Toby),  Crawford,  Erie,  and  Venango. 

Zone  2  would  Include  the  Ohio  counties 
of  Belmont,  Columbiana,  Jefferson,  Ma¬ 
honing,  Stark,  Summit,  Lorain  (limited 
to  the  townships  of  Amherst,  Avon,  Avon 
Lake,  Black  River,  Carlisle,  Columbia, 
Eaton,  Elyria,  Grafton,  Ridgeville  and 
Sheffield).  Medina  (except  the  town¬ 
ships  of  CThatham,  Homer.  Litchfield,  and 
Spencer).  Stark  (except  Sugar  Creek 
township),  Trumbull  (limited  to  the 
townships  of  Braceville,  Brookfield,  How¬ 
land,  Hubbard,  Liberty,  Lordistown, 
Newton,  Warren,  Weathersfield.  and  Vi¬ 
enna);  the  Pennsylvania  coimties  of 
Armstrong,  Beaver,  Butler.  Payette, 
Greene,  Lawrence,  Mercer,  Washington, 
and  Westmoreland  (except  the  boroughs 
of  Bolivar,  Donegal.  Ligonler,  New  Flor¬ 
ence.  and  Seward  and  the  townships  of 
Cook,  Donegal.  Fairfield,  Ligonler,  and 
St.  Clair) :  and  the  West  Virginia  coun¬ 
ties  of  Baihour,  Brooke,  Doddridge,  Han¬ 
cock,  Harrison,  Lewis,  Maiicm,  Marshall, 
Monongalia,  Ohio,  Preston.  Randolph, 
Taylor,  Tucker,  Tyler,  Upshur,  and 
Wetzel. 


Zone  3  would  Include  Cuyahoga  and 
Lake  Counties,  Ohio,  and  Allegheny 
Coimty,  Pa. 

Zone  4  would  Include  Allegheny 
County,  Pa. 

No  location  adjustment  should  apply 
at  plants  in  Zone  1.  At  plants  in  Zone  2 
the  location  adjustment  should  be  plus 
5  cents;  at  plants  in  Zone  3.  plus  8  cents; 
and  at  plants  in  Zone  4  plus  10  cents. 

For  a  plant  outside  the  marketing 
area,  the  Class  I  and  imiform  prices 
should  be  those  applicable  nearest  to 
the  plant  of  six  cities  (Canton  and 
(Cleveland.  Ohio;  Erie,  Pittsburgh,  and 
Union  town.  Pa.;  and  Clarksburg,  W.  Va.) 
that  are  now  used  as  basing  points  for 
determining  location  adjustments,  ad¬ 
justed  by  a  reduction  of  1.5  cents  for  each 
10  miles  or  fraction  thereof  that  the 
plant  is  located  from  the  city  hall  of  such 
nearest  city. 

The  order  now  provides  for  two  zones 
for  pricing  milk  at  plants  in  the  mar¬ 
keting  area.  At  plants  in  the  presently 
designated  Pittsburgh  district  (that  por¬ 
tion  of  the  marketing  area  that  is  either 
In  West  Virginia  or  within  80  miles  of 
the  Pittsburgh  city  hall),  the  applicable 
CTlass  I  and  imiform  prices  are  10  cents 
more  than  at  plants  in  the  remainder 
of  the  marketing  area,  which  is  currently 
designated  as  the  Cleveland-Erie  dis¬ 
trict.  At  plants  outside  the  marketing 
area,  the  location  adjustment  rates  are 
essentially  the  same  as  those  adopted 
in  this  decision,  except  that  they  are 
applicable  only  at  plants  more  than  85 
miles  from  the  six  specified  basing 
points. 

The  principal  cooperative  in  the  mar¬ 
ket  prop>osed  that  the  marketing  area 
be  divided  into  three  zones  for  the 
purpose  of  applying  location  adjust¬ 
ments.  As  proposed  by  the  cooperative. 
Zone  3  would  include  only  Allegheny 
County,  Pa.  Zone  2  would  include  the 
Pennsylvania  counties  of  Armstrong, 
Beaver,  Butler,  Fayette,  Greene,  Wash¬ 
ington,  and  Westmoreland;  the  Ohio 
counties  of  Belmont,  Cuyahoga,  Guern¬ 
sey,  Harrison,  Jefferson,  Lake,  and  Mon¬ 
roe;  and  the  17  West  Virginia  counties 
In  the  marketing  area.  Zone  1  would  in¬ 
clude  the  remaining  territory  in  the 
marketing  area. 

As  proposed  by  the  cooperative,  no 
location  adjustment  would  be  applicable 
at  plants  in  Zone  1.  At  2k>ne  2  plants,  the 
location  adjustment  would  be  plus  8 
cents  and  at  Zone  3  plants,  plus  13 
cents.  At  a  plant  outside  the  marketing 
area,  the  Class  I  and  uniform  prices 
would  be  those  applicable  at  the  nearest 
of  the  six  designated  cities  for  measur¬ 
ing  location  adjustments,  less  3  cents, 
and  less  an  additional  1.5  cents  for  each 
10  miles  or  fraction  thereof  that  such 
plant  is  located  from  the  nearest  of  the 
six  cities. 

The  proponent  cooperative  emphasized 
that  the  purpose  of  its  location  adjust¬ 
ment  proposal  is  to  make  it  econcHnlcally 
feasible  for  producers  to  ship  directly 
from  their  farms  to  bottling  plants  in  the 
principal  population  centers  in  the  mar¬ 
keting  area,  Instead  of  to  places  nearer 
th^  farms  where  they  would  incur  less 


hauling  expense.  The  cooE>erative's 
spokesman  stated  that  its  proposal  con¬ 
templated  no  Increase  in  the  totail  value 
of  Class  I  milk  in  the  pool.  That  is,  the 
total  cost  to  handlers  for  Class  I  milk 
purchased  from  producers,  as  proposed, 
would  approximate  the  present  aggre¬ 
gate  value  of  producer  milk  in  Class  I. 

The  operator  of  a  pool  plant  in  Youngs¬ 
town,  Ohio,  supported  the  cooperative 
proposal.  It  would  include  such  plant  in 
Zone  1,  at  which  no  location  adjustment 
would  apply.  Such  plant  is  now  in  the 
Pittsburgh  district  and  is  subject  to  a 
plus  10  cent  location  adjustment. 

A  pool  plant  operator  in  Clarksburg, 
W.  Va.,  proposed  that  no  location  adjust¬ 
ment  apply  at  plants  in  the  West  Vir¬ 
ginia  portion  of  the  marketing  area.  He 
contended  that  West  Virginia  handlers 
should  not  continue  to  be  subject  to 
the  same  location  pricing  as  Pitts¬ 
burgh  handlers,  particularly  since  none 
of  the  West  Virginia  handlers  sell  in 
Pennsylvania. 

Five  handlers  whose  pool  plants  and 
principal  sales  areas  are  within  that  con¬ 
tiguous  territory  made  up  of  the  north¬ 
ernmost  West  Virginia  counties  In  the 
marketing  area  and  the  nearby  Ohio 
counties  of  Belmcmt,  Jefferson,  Harrison, 
Monroe,  and  Guernsey,  proposed  that  no 
location  adjustments  apply  at  plants  in 
these  counties.  They  contend  that  they 
should  not  be  subject  to  the  Pittsburgh 
district  location  pricing  (as  they  now 
are)  because  their  competition  for  sales 
is  predominately  with  milk  from  regu¬ 
lated  plants  at  locations  at  which  the 
present  and  proposed  applicable  Class  I 
prices  are  lower. 

Handlers  operating  plants  in  Allegheny 
County,  Pa.,  objected  to  any  change  in 
the  present  location  pricing.  The  princi¬ 
pal  basis  for  their  objection  to  the  loca¬ 
tion  pricing  proposed  by  the  cooperative 
is  that  the  Class  I  price  for  plants  in 
Allegheny  County  would  be  increased  4 
cents  while  the  Class  I  price  for  plant 
operators  in  surrounding  coimties,  with 
whom  they  have  substantial  competition, 
would  be  decreased  1  cent. 

The  spokesmen  for  15  handlers  in  the 
northern  Ohio  portion  of  the  marketing 
area,  principally  Cuyahoga  County,  like¬ 
wise  opposed  any  change  in  location  pric¬ 
ing.  'The  location  adjustment  proposed 
by  the  cooperative  would  Increase  their 
Class  I  price  8  cents.  This,  they  claim, 
would  place  them  at  a  disadvantage  in 
competing  for  sales  in  the  Cleveland  area 
with  milk  distributed  from  plants  lo¬ 
cated  elsewhere  at  which  no  location  ad¬ 
justment  would  apply. 

A  relatively  small  cooperative  in  north¬ 
ern  Ohio  also  opposed  any  change  from 
the  preset  location  pricing.  The  pool 
plant  to  which  its  producer  members 
ship  is  not  now  subject  to  any  location 
adjustment.  Neither  would  it  be  subject 
to  a  location  adjustment  under  the  hear¬ 
ing  notice  proposal.  The  cooperative  op¬ 
posed  the  pr<vosed  location  pricing,  con¬ 
tending  that  it  would  result  in  its  mem¬ 
bers  subsidizing  the  higher  blend  prices 
to  be  paid  to  producers  delivering  to 
plants  at  which  plus  location  adjust¬ 
ments  would  mvly. 
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In  this  market  the  cmrent  problem  of 
location  pricing  is  essentially  one  of  in¬ 
suring  adequate  supplies  at  the  main, 
but  widely  separated,  population  centers 
of  the  market,  where  a  high  proportion 
of  the  market  supply  is  processed  for  dis¬ 
tribution  as  fluid  milk  products. 

Fluid  milk  products  are  bulky  and 
perishable,  and  incur  a  relatively  high 
transportation  cost  when  they  are  moved 
a  considerable  distance.  The  location 
adjustment  provisions  assist  in  facilitat¬ 
ing.  imder  the  minimum  price  provi¬ 
sions.  the  movement  of  milk  from  supply 
plants  to  the  points  where  processed  for 
Class  I  uses.  Since  minus  location  adjust¬ 
ments  apply  only  at  outlying  plant  loca¬ 
tions.  no  minus  location  adjustment  ap¬ 
plies  when  milk  is  received  directly  from 
the  farm  at  a  plant  in  the  marketing 
area.  The  transportation  or  hauling  cost 
on  such  milk  is  paid  for  by  the  individ¬ 
ual  producer  and  the  hauling  rate  is 
not  fixed  by  the  order.  Location  price  ad¬ 
justments  reflect,  however,  the  lesser 
value  of  milk  when  received  at  an  outly¬ 
ing  plant  location,  or  when  diverted  to 
an  outlying  location. 

When  milk  is  received  at  a  supply 
plant  located  a  considerable  distance 
from  the  market,  the  handler,  rather 
than  the  producer,  Inciu-s  the  cost  of 
moving  that  milk  from  the  outlying 
plant  to  the  market  center  for  process¬ 
ing.  Under  these  c(mditions,  the  value 
of  producer  milk  delivered  to  a  supply 
plant  located  some  distance  from  the 
central  market  reduces  in  proportion 
to  the  distance  and  the  cost  of  trans¬ 
porting  such  milk  from  the  plant  of 
first  receipt  to  the  distributing  plant. 
If  a  distributing  plant  is  located  at  a 
considerable  distance  from  any  of  the 
main  centers  of  population  in  the  mar¬ 
keting  area,  the  price  at  such  plant 
will  reflect  a  value  relative  to  the  market 
center,  equivalent  to  that  of  milk  re¬ 
ceived  at  a  supply  plant  similarly  located. 

A  primary  consideration  in  establish¬ 
ing  location  adjustments  is  to  identify 
the  major  consiunption  centers  in  the 
marketing  area.  Of  the  8.5  million  pop¬ 
ulation  (1970  census)  in  the  Eastern 
Ohio- Western  Pennsylvania  marketing 
area,  2.4  million  reside  in  the  several 
counties  making  up  the  Pittsbmgh 
Standard  Metropolitan  Statistical  Area  ^ 
(SMSA) ,  and  2.1  million  in  the  Cleveland 
SMSA. 

The  principal  concentraticm  of  pop¬ 
ulation  in  the  Pittsburgh  SMSA  is  in 
Allegheny  Coimty.  The  population  of  the 
Cleveland  SMSA  is  primarily  that  of 
Chnrahoga  and  Lake  Counties. 

The  17  pool  distributing  plants  in 
Allegheny  Coimty  and  the  16  in  Cuya¬ 
hoga  and  Lake  Coimties  process  a  high 
portion  of  the  total  Class  I  milk  priced 
under  the  order.  They  are  not  only  the 
major  distributors  in  these  counties  but 
also  have  substantial  distribution  in 
other  parts  of  the  marketing  area.  Pro¬ 
ducer  supplies  of  milk  are  moved  to 
plants  in  these  major  population  centers 
in  the  market  from  various  locations 


1  As  defined  by  the  Bureau  of  the  Census 
of  the  U.S.  Department  of  Commerce. 
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throughout  the  marketing  area  and  be¬ 
yond. 

Greater  monetary  incentive  is  needed 
if  producers,  responding  to  the  mini¬ 
mum  prices  established  by  the  order,  are 
to  driver  adequate  quantities  of  milk  to 
plants  in  these  population  centers  when 
alternative  plant  outlets  nearer  their 
farms  are  available.  A  producer  whose 
farm  is  nearer  to  a  secondary  popula- 
ti<Hi  center  in  the  marketing  area  than 
to  Pittsburgh  or  Cleveland  frequently 
can  achieve  a  better  net  return,  after 
IMiying  hauling  cost,  by  shipping  to  the 
secondary  market.  This  has  been  par¬ 
ticularly  true  with  the  price  realized  for 
milk  delivered  to  Cleveland  being  the 
same  as  that  for  milk  delivered  to  any 
other  point  in  the  marketing  area,  ex¬ 
cept  the  Pittsburgh  district  where  a  10- 
cent  higher  price  has  applied. 

Also,  all  diverted  milk  is  now  priced  at 
the  plant  from  which  diverted.  This  en¬ 
ables  producers  to  receive  a  price  f.o.b. 
the  marketing  area  location  even  though 
their  milk  actually  is  diverted  to,  and 
physically  received  at,  a  plant  at  a  dis¬ 
tance  from  the  marketing  area.  Provi¬ 
sion  for  pricing  diverted  milk  at  the  lo¬ 
cation  of  the  plant  to  which  diverted  is 
made  elsewhere  in  this  decision. 

In  providing  milk  for  Metropolitan 
Cleveland  plants,  the  cooperative  that  is 
the  major  supplier  of  Cleveland  han¬ 
dlers  currently  finds  it  necessary  to  sub¬ 
sidize  the  hauling  of  producer  milk  to 
such  plants  to  substantial  degree  to  in¬ 
sure  such  plants  adequate  supplies  for 
their  Class  I  milk  needs. 

Although  producers  proposed  an  in¬ 
creased  location  adjustment  for  Pitts¬ 
burgh  area  plants,  it  was  not  shown  that 
the  present  plus  10-cent  adjustment  for 
the  Pittsburgh  area  (Allegheny  County) 
is  not  inducing  delivery  of  adequate  sup¬ 
plies  of  milk  for  plants  in  that  area. 
Moreover,  the  smaller  location  adjust¬ 
ment  to  be  applicable  in  the  counties  ad¬ 
jacent  to  and  nearby  Pittsburgh,  as  pro¬ 
vided  in  this  decision,  will  make  shipping 
to  Pittsburgh  area  handlers  relatively 
more  attractive  than  at  present.  Hereto¬ 
fore,  producers  receive  the  same  plus  lo¬ 
cation  adjustment  for  milk  delivered  to 
plants  in  these  counties  as  when  shipped 
to  Pittsburgh. 

The  recommended  decisicm  proposed 
a  plus  10-cent  location  adjustment  (com¬ 
pared  to  8  cents  provided  herein)  at 
plants  in  Cuyahoga  and  Lake  Coimties. 
Excepti<ms  of  Cleveland  area  handlers 
claim  the  pr(^)06ed  10-cent  adjustment 
would  disadvantage  them  in  competition 
with  milk  distributed  from  plants  in  the 
lower-priced  zones.  The  exceptors 
stressed  that  the  location  pricing  at  their 
plants  and  at  those  in  nearby  counties 
(where  a  plus  5 -cent  location  adjustment 
is  provided  by  this  decisicm)  should  be 
the  same,  or  that  the  difference  between 
the  applicable  Cflass  I  prices  at  Cleveland 
area  plants  and  those  in  the  nearby  coun¬ 
ties  should  be  reduced. 

About  30  percent  of  the  total  Class  I 
distribution  in  Chiyahoga  and  Lake  Coun¬ 
ties  emsinates  from  plsuits  in  other  coun¬ 
ties.  Also,  there  is  substantial  dlstribu- 
ti(xi  from  Cuysthoga  Coimty  and  Lake 
County  plants  outside  these  counties  in 
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competition  with  milk  frinn  plants  in 
lower-priced  zones. 

At  present,  a  number  of  relatively  large 
plants  in  the  counties  adjacent  to  suid 
nesu:  CTuyahoga  County  are  attractive 
outlets  for  the  milk  of  producers  as  well 
as  plants  in  metropolitan  Cleveland  (in 
Chiyahoga  and  Lake  Counties).  Since 
CTlevelsuid  is  located  on  Lake  Erie,  the 
supply  of  producer  milk  for  these  plants 
must  move  from  the  south  past  the 
plants  of  other  regulated  handlers  to 
Cleveland  area  plants. 

Recognition  is  given  to  the  fact  of  han¬ 
dler  competition  involving  interzone 
movements  of  milk.  This  must  be  weighed 
along  with  the  fact  of  the  greater  cost 
(than  is  incurred  at  plant  locations 
nearer  the  principal  production  areas  for 
the  market)  Incurred  by  producers  sup¬ 
plying  milk  f.o.b.  Cleveland  area  plants 
from  their  farms.  Producers  should  not 
be  required,  under  order  terms,  to  absorb 
the  extra  cost  thus  involved,  and  thereby 
realize  a  lower  net  return  for  milk  de¬ 
livered  to  plants  in  the  metropolitan 
Cleveland  area  than  for  milk  delivered  to 
many  other  regulated  plants  under  the 
order.  The  differential  provided  will  pro¬ 
mote  appropriate  distribution  of  supplies 
to  plants  without  undue  expense  in  con¬ 
nection  therewith  being  Incurred  by  a 
particular  group  of  producers.  The  plus 
8-cent  location  adjustment  (over  base 
zone  price)  adopted  in  this  decision  will 
provide  needed  incentive  for  producers 
to  supply  the  Class  I  needs  of  Cleveland 
area  plants. 

The  plus  5-cent  location  adjustment 
for  Zone  2  adopted  by  this  decision  would 
be  applicable  in  the  secondary  popula¬ 
tion  centers  in  the  market  and  in  those 
counties  adjacent  to  and  in  the  vicinity 
of  AUegheny  and  Cuyahoga  and  Lake 
Counties.  The  regulated  plants  in  these 
primarily  urban  counties  are  geographi¬ 
cally  somewhat  nearer  the  farm  produc¬ 
tion  area  than  are  the  plants  in 
Cleveland  and  Pittsburgh.  The  cost  of 
transporting  farm  supplies  of  milk  to 
these  secondary  population  centers  is 
less  than  for  transporting  it  the  greater 
distances  to  Cleveland  or  Pittsburgh, 
viding  for  a  lesser  location  adjustment 
(of  plus  5  cents)  at  these  Zone  2  plants 
than  at  Zone  3  and  Zone  4  plants  gives 
appropriate  recognltiim  to  this  cost 
differoice. 

Seventeen  West  Virginia  counties,  cur¬ 
rently  in  the  Pittsbiu*gh  district,  are  in¬ 
cluded  in  2k)ne  2.  as  defined  herein.  Also, 
the  plants  in  the  Pennsylvania  counties 
of  Armstrong,  Beaver,  Butler,  Fayette, 
Greene.  Lawrence,  Mercer,  Washington, 
and  Westmoreland,  likewise  in  the  Pitts¬ 
burgh  district,  are  moved  to  Zone  2. 
Handlers  in  these  areas  do  not  experi¬ 
ence  the  same  difBculty  in  obtaining  sup¬ 
plies  as  do  Pittsbmgh  handlers.  This  is 
because  the  plants  in  these  areas  are 
nearer  to  the  principal  production  area 
than  are  Pittsburgh  plants. 

There  Is  a  substantial  overlapping  of 
the  sales  areas  of  West  Virginia  regu¬ 
lated  handlers  in  the  West  Virginia  por¬ 
tion  of  the  marketing  area.  In  addition, 
these  handlers  compete  for  sales  in  the 
West  Virginia  portion  of  the  marketing 
area  with  fluid  milk  products  emanating 
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from  plants  in  Ohio  and  Pennsylvania 
regulated  by  this  order  and  from  plants 
regulated  by  the  Ohio  Valley  order. 

The  Ohio  and  Pennsylvania  pool 
plants  with  distribution  in  West  Vir¬ 
ginia  are  included  in  Zone  2  in  this 
decision,  the  same  as  West  Virginia 
plants.  Presently  some  of  these  plants 
are  not  subject  to  the  10-cent  Wgher 
Pittsburgh  district  Class  I  price  as  are 
the  West  Virginia  plants.  Also,  the  $1.85 
Class  I  price  differential  provided  by  this 
decision  in  conjunction  with  the  5-cent 
lower  location  adjustment  will  result  in 
a  $1.90  Class  I  differential  applicable  at 
West  Virginia  plants  compared  to  $1.97 
at  present. 

The  revised  location  pricing  adopted 
in  this  decision  will  place  West  Vir^nia 
handlers  in  a  more  equitable  competitive 
position  with  milk  distributed  in  West 
Virginia  from  plants  in  other  States  that 
are  regulated  by  this  order  and  the  Ohio 
Valley  order. 

The  Ohio  counties  of  Belmont,  Colum¬ 
biana,  Jefferson,  Mahoning,  and  Sum¬ 
mit,  those  portions  of  Lorain  and 
Medina  Coimties  that  are  in  the  market¬ 
ing  area.  Stark  County  (except  Sugar 
Creek  township),  and  the  10  southern¬ 
most  townships  of  Trumbull  County 
should  also  be  in  Zone  2. 

The  southern  portion  of  Trumbull 
Coxmty,  which  is  mostiy  urban,  contains 
a  substantial  porticm  of  the  Toungstown- 
Warren  Metropolitan  area.  The  popula¬ 
tion  of  the  10  southern  townships  is  about 
190,000  compared  to  about  43,000  in  the 
15  northern  townships  of  such  coimty. 
Milk  at  plants  in  these  areas  are  now 
subject  to  Pittsburgh  district  pricing. 

The  other  Ohio  counties  to  be  included 
in  Zone  2,  Stark  (except  Sugar  Creek 
township) ,  Summit,  LOTain,  and  Medina, 
are  now  in  the  Cleveland-Erie  district.  A 
plus  location  adjustment  of  5  cents  in 
these  coimties  should  provide  sufficient 
incentive  to  attract  adequate  supplies  of 
milk  to  the  city  plants  in  these  counties. 
In  addition,  a  3-cent  differmce  in  price 
between  plants  in  Chiyahoga  and  Lake 
Counties  and  these  nearby  counties 
should  be  adequate  to  move  sufficient 
milk  from  the  productimi  area  the  addi¬ 
tional  distance  to  Cleveland  area  plants. 

In  the  recommended  decision.  Sugar 
Creek  township  in  Stark  County  was  in¬ 
cluded  in  Zone  2  (plus  5-cent  location 
adjustment).  Substantial  quantities  of 
producer  milk  are  diverted  from  city 
bottling  plants  to  a  nonpool  manufactur¬ 
ing  plant  at  Brewster  in  rural  Sugar 
Creek  township,  the  western  and  south¬ 
ern  limits  of  which  border  on  territory  in 
Zone  1  (no location  adjustment). 

A  major  cooperative  excepted  to  the 
plus  location  a^ustment  for  the  Sugar 
Chreek  vicinity.  The  cooperative’s  regu¬ 
lated  plant  at  OrrvUle  in  adjacent  Wayne 
Coimty  (Zone  1)  receives  and  processes 
a  large  proportion  of  the  market’s  re¬ 
serve  supply  of  producer  milk 

The  Orrville  and  Brewster  plants  are 
s4>proxlmately  tue  same  distance  from 
major  consumption  centers  In  the  mar¬ 
keting  area.  (e.g.,  Orrville  is  about  60  and 
Brewster  about  64  mUes  from  Cleve¬ 
land.)  If  the  location  pricing  proposed 


in  the  recommended  decision  for  Sugar 
Creek  township  were  adopted,  the  Orr¬ 
ville  plant  would  be  at  a  competitive  dis¬ 
advantage  since  the  uniform  price  pay¬ 
able  to  producers  at  that  location  would 
be  5  cents  less  than  that  for  producer 
milk  diverted  to  the  nearby  Brewster 
plant. 

Providing  for  the  same  location  pric¬ 
ing  at  the  Orrville  and  Brewster  loca¬ 
tions  will  tend  to  insure  orderly  market¬ 
ing  of  producer  milk  in  this  area,  in 
which  are  located  two  of  the  principal 
plants  to  which  milk  is  moved  directly 
from  producers’  farms  when  it  is  not 
needed  by  city  bottling  plants  for  Class  I 
purposes.  It  is  appropriate,  therefore, 
that  Sugar  Creek  township  be  in  Zone  1. 

The  territory  in  the  marketing  area 
that  is  not  included  in  either  Zone  4,  Zone 
3,  or  Zone  2,  as  adopted  in  this  decision, 
should  be  included  in  Zone  1.  There  has 
been  no  problem  of  inducing  adequate 
supplies  of  milk  for  plants  in  this  area  at 
the  order  prices.  None  of  the  proposals 
at  the  hearing  suggested  a  location  ad¬ 
justment  for  plants  in  Zone  1. 

As  earlier  stated,  the  location  adjust¬ 
ment  for  a  plant  outside  the  marketing 
area  should  be  based  on  its  distance  from 
the  nearest  of  the  following  city  halls: 
Canton  and  Cleveland,  in  Ohio;  Erie, 
Pittsburgh,  and  Unltmtown,  in  Penn¬ 
sylvania:  and  Clarksburg,  in  West  Vir¬ 
ginia.  There  were  no  proposals  at  the 
hearing  to  change  these  basing  points 
for  determining  location  adjustments  for 
out-of-area  plants.  For  example,  if  the 
nearest  basing  point  to  such  plant  (Hit- 
side  the  marketing  area  were  Pittsburgh 
(in  Zone  4) ,  the  location  adjustment  for 
the  plant  would  be  computed  on  the 
Class  I  and  uniform  prices  applicable  in 
Zone  4.  This  meth(xl  is  essentially  the 
same  as  now  provided  in  the  order. 

As  proposed  by  producers,  and  adopted 
in  this  decision,  minus  l(x:ati(m  suljust- 
m«its  would  apply  at  all  plants  outside 
the  marketing  area  at  the  rate  of  1.5 
cents  for  each  10  miles  or  fraction  there¬ 
of  that  a  plant  is  from  the  nearest  of  the 
six  designated  basing  points.  The  order 
now  applies  legation  adjustments  only  at 
a  plant  more  than  85  miles  from  its  bas¬ 
ing  point.  There  was  no  support  at  the 
hearing  for  continuing  to  exempt  all 
plants  within  85  miles  of  the  basing 
points  from  the  location  adjustment  pro¬ 
visions. 

The  hearing  proposed  of  the  coopera¬ 
tive  provided  that  in  addition  to  a  minus 
location  adjustment  of  1.5  cents  for  each 
10  miles,  the  appliceble  Icx^atlcm  adjust¬ 
ment  be  further  reduced  by  3  cents.  This 
amount  is  not  now  included  in  comput¬ 
ing  the  minus  l(x:atlon  adjustments  un¬ 
der  the  order. 

The  c(x>perative  stated  that  a  3-cent 
reduction  in  the  location  adjustment  at 
all  supply  plants  outside  the  marketing 
area  is  desirable  to  “overcome  the  iner¬ 
tia”  to  move  milk  to  the  market.  It  was 
not  d^onstrated,  however,  that  the  rate 
of  1.5  cent  for  each  10  miles  now  in¬ 
cluded  in  the  order,  and  continued  by 
this  decision,  is  Inappropriate.  This  rate 
is  representative  of  the  cost  of  tnuug>ort- 
Ing  milk.  It  is  the  same  rate  that  is  com¬ 


monly  accepted  and  used  in  Federal  or¬ 
ders  for  similar  purpose. 

Since  this  decision  provides  for  minus 
l<x;ation  adjustments  at  all  supply  plants 
outside  the  marketing  area  Instead  of 
only  at  those  more  than  85  miles  from 
designated  basing  points,  the  Class  I  and 
uniform  prices  at  the  three  supply  plants 
now  under  the  order,  all  of  which  are 
within  85  miles  of  a  designated  basing 
point,  would  be  reduced  4.5,  7.5,  and  13.5 
cents,  respectively.  These  adjustments 
are  based  on  the  location  of  these  plants 
from  established  basing  points  in  the 
marketing  area  at  the  rate  of  1.5  cents 
for  each  10  miles. 

Exceptions  filed  on  behalf  of  some  of 
the  handlers  operating  plants  in  and  near 
Chyahoga  County,  Ohio,  ask  that  the 
order’s  present  l(x;ation  pricing  applic^a- 
ble  to  chass  I  milk  not  be  changed  and 
that  the  location  adjustments  provided  in 
the  recommended  decision,  and  adopted 
herein,  apply  only  to  the  uniform  price 
paid  to  producers.  The  same  handlers 
requested  that  the  hearing  be  reopmed 
unless  the  locaticm  pricing  aK>li(»ble  to 
(Jlass  I  milk  proposed  in  their  exceptions 
is  adopted  in  this  decision. 

TTie  l(x:ation  adjustments  as  applied 
to  the  Class  1  and  uniform  prices  reflect 
the  value  of  milk  at  specifled  l(x:ati(HX5 
after  giving  consideration  to  tran^xirt- 
mg  such  milk  from  producers’  farms  to 
plants  at  such  specifled  locations.  ’This  is 
generally  accomplished  in  Federal  orders, 
and  is  currently  effectuated  in  the  eastern 
Ohio-western  Pennsylvania  iM^er,  by 
providing  the  same  l(x:ation  pricing  to 
the  Class  I  price  paid  by  handlers  and  to 
the  uniform  price  paid  to  producers.  Ap- 
pr(H>riate  reflection  of  these  relative 
values  is  made  at  the  rate  specifled  for 
milk  moved  in  fluid  form. 

To  be  useful  in  meeting  fluid  require¬ 
ments  at  urban  bottling  plants,  milk 
must  be  moved  in  fluid  form  when  trans¬ 
ported  at  the  handler’s  expense  from  an 
(Hitlying  plant.  FOr  the  producer,  the  al¬ 
ternative  for  delivery  to  an  outlying 
plant  is  to  deliver  his  milk  to  the  urban 
plant,  again  in  fluid  form,  to  serve  the 
fluid  requirements  of  the  plant  and  to 
enjoy  the  higher  price  of  the  urban  loca¬ 
tion.  Applying  a  similar  rate  to  Class  I 
milk  moved  on  an  Interplant  basis  and 
to  the  blend  price  when  the  producer’s 
milk  is  delivered  to  the  outlsdng  plant 
location  recognizes  these  conditions. 

’The  handlers’  requests  to  reopen  the 
hearing  are,  in  effect,  presented  as  op¬ 
tions.  That  Is,  they  ask  that  either  (a) 
the  location  pricing  applicable  to  Class 
I  milk  provided  in  the  recommended 
decision  be  set  aside  and  that  which  is 
now  provided  in  the  order  be  retained, 
or  (b)  the  hearing  be  reopened  to  re¬ 
ceive  further  testimony  on  l(x:ation  pric¬ 
ing. 

Requests  for  reopening  the  hearing  are 
directed  primarily  at  obtaining  a  reduc¬ 
tion,  or  elimination,  of  the  difference  in 
zone  pricing  between  Cleveland  area 
plants  and  those  nearby  plants  In  Zone 
2.  Recognition  has  been  given  to  this 
matter  elsewhere  In  this  discussion.  Ex¬ 
tensive  testimony  on  locatl<m  pri<dng 
was  presented  at  the  hearing  and  the 
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comprehensive  record  made  was  fully 
considered  in  this  decision.  There  Is  no 
indication  that  conditions  in  the  market 
since  the  hearing  have  so  changed  to 
warrant  reopening  the  hearing  to  receive 
additional  testimony.  The  requests  for 
reopening  the  hearing  are  denied. 

4.  Butterfat  differential.  A  single  but- 
terfat  differential,  11.5  percent  of  the 
Chicago  butter  price  for  the  current 
month,  should  be  used  to  adjust  the  class 
prices  and  the  uniform  price. 

Presently,  the  order  provides  for  three 
different  butterfat  differentials.  That  for 
Class  I  is  12  percent  of  the  Chicago  butter 
price  for  the  preceding  month;  for  Class 
II  and  Class  in,  it  is  11.5  percent  of  the 
Chicago  butter  price  for  the  current 
month.  The  butterfat  differential  used  in 
adjusting  the  uniform  price  is  the  aver¬ 
age  of  the  butterfat  differentials  for  the 
three  classes,  weighted  by  the  prcHJortion 
of  producer  milk  in  each  class. 

The  principal  cooperative  in  the 
market  proposed  that  the  Class  I  butter¬ 
fat  differential  be  reduced  from  12  per¬ 
cent  of  the  butter  price  for  the  preced¬ 
ing  month  to  11.5  percent  of  the  butter 
price  for  the  current  month.  This  pro¬ 
posal  was  supported  at  the  hearing  by 
other  producer  associations,  which,  to¬ 
gether  with  proponent,  represent  a  sub¬ 
stantial  majority  of  the  9,500  producers 
on  the  market.  In  proposing  a  lower  Class 
I  butterfat  differential,  producers  con¬ 
tended  that  the  values  now  assigned  to 
butterfat  and  skim  milk  in  Class  I  prod¬ 
ucts  do  not  reflect  the  current  market 
values  of  these  components  of  milk. 

One  producer  group  opposed  a  reduc¬ 
tion  in  the  Class  I  butterfat  differential. 
This  cooperative  contended  that  its  mem¬ 
bers  would  receive  less  money  for  butter¬ 
fat  in  milk  in  excess  of  3.5  percent  but¬ 
terfat.  The  average  butterfat  test  of  the 
production  of  this  co<^rative’s  mem¬ 
bers,  3.85  percent,  is  above  the  market 
average. 

Handlers  spoke  strongly  against  reduc¬ 
ing  the  Class  I  butterfat  differentlEd. 
Handler  witnesses  emphasized  that  re¬ 
ducing  the  Class  I  butterfat  differential 
without  making  any  change  in  the  Class  I 
price  would  cause  an  unwarranted  in¬ 
crease  in  their  cost  of  Class  I  milk.  Han¬ 
dlers  took  the  position  that  if  the  Class  I 
butterfat  differential  were  reduced,  an 
adjustment  should  be  made  in  the  Class  I 
price  differential  in  order  that  their  cost 
of  Class  I  milk  would  not  be  changed. 

Indicative  of  the  declining  proportion 
of  butterfat  in  Class  I  sales  is  the  con¬ 
tinuous  decline  in  the  average  test  of 
fluid  milk  products  sold  in  the  Federal 
order  marketing  areas.  In  1966  the  aver¬ 
age  butterfat  test  in  66  Federal  order 
markets  for  such  sales  was  3.53  percent.* 
This  percentage  declined  from  year  to 
year,  and  in  1971  the  comparable  average 
butterfat  test  was  3.21  percent.  On  a 
percentage  basis,  the  average  butterfat 
content  in  these  fluid  milk  products  de¬ 
clined  9  percent  from  1966  to  1971.  It  can 
reasonably  be  expected  that  the  decline 


*The  January  1973  Sununary  of  Federal 
Milk  Order  Statletlos  (leeued  ^  tbe  Dairy 
Division,  AMS  of  USDA) ,  page  4. 


at  a  comparable  rate  will  continue  in  the 
several  years  immediately  ahead. 

Under  the  Eastern  Ohio-Western 
Pennsylvania  order  the  average  butterfat 
tests  of  Class  I  sales  has  been  declining 
at  a  rate  similar  to  that  experienced 
nationally.  Most  recently,  from  1970  to 
1971,  the  average  test  of  producer  milk 
classifled  in  Class  I  dropped  from  3.28  to 
3.15  percent,  a  decline  of  4  percent.  The 
increasing  demand  for  Class  I  products 
of  lower  butterfat  content  can  expect  to 
result  in  a  continuing  decline  in  the  aver¬ 
age  butterfat  test  of  Class  I  sales  under 
the  order.  Adopting  the  same  butterfat 
differential  for  Class  I  milk  as  for  other 
classes,  as  provided  in  this  decision,  gives 
recognition  to  a  lower  market  value  of 
butterfat  in  the  fluid  milk  products  in 
Class  I. 

While  the  butterfat  content  in  pro¬ 
ducer  milk  is  relatively  close  to  the  aver¬ 
age  butterfat  content  of  whole  milk  sold 
as  class  I,  it  is  now  running  substan¬ 
tially  above  the  average  test  of  all  Class  I 
milk.  This  is  because  fluid  skim  milk 
and  lowfat  milk  items  have  become  an 
increasing  proportion  of  Class  I  sales 
at  the  expense  of  whole  milk. 

During  1971,  when  the  butterfat  in 
producer  milk  classifled  in  Class  I  aver¬ 
aged  3.15  percent,  producer  deliveries 
averaged  3.72  percent  butterfat. 

The  order  price  for  Class  I  milk  of  3.15 
percent  butterfat  sold  by  handlers  during 
1971  averaged  $6,383.  This  is  computed 
by  subtracting  28.7  cents  (3.5  points  of 
butterfat  at  8.2  cents  per  point)  from  the 
average  $6.67  Class  I  price  for  3.5  per¬ 
cent  milk.  At  the  lower  butterfat  differ¬ 
ential  adopted  in  this  decision,  the  ad¬ 
justment  in  butterfat  for  such  period 
would  have  been  27.3  cents  (3.5  points  of 
butterfat  at  7.8  cents  per  point).  This 
would  have  resulted  in  an  average  price 
of  $6,397  for  producer  milk  sold  in 
Class  I,  1.4  cents  more  than  the  actual 
Class  I  price  ($6,383)  for  producer  milk 
of  3.15  percent  butterfat  sold  in  Class  I 
in  1971. 

As  indicated  above,  only  the  Class  I 
butterfat  differential  is  based  on  the  but¬ 
ter  price  for  the  preceding  month.  That 
quotation  no  longer  would  be  used  for 
pricing  under  the  order  in  the  current 
month.  The  differential  adopted  in  this 
decision  would  be  based  on  the  butter 
price  for  the  current  month,  which  but¬ 
ter  price  is  now  used  for  computing  the 
Class  n  and  Class  HI  prices. 

Because  there  is  little  change  from 
month  to  month  in  the  Chicago  butter 
price,  it  is  unnecessary  to  provide  for 
average  monthly  butter  quotations  for 
both  the  current  month  and  the  preced¬ 
ing  month  for  computing  butterfat  dif¬ 
ferentials  applicable  in  the  same  month. 
Providing  for  the  use  of  1  average 
monthly  butterfat  quotation,  that  for  the 
current  month,  as  proposed  at  the  hear¬ 
ing  and  here  adopted,  will  simplify  ap¬ 
plication  of  the  order’s  provisions. 

Since  a  single  butterfat  differential 
will  apply  to  all  classes  of  milk,  such  dif¬ 
ferential  will  determine  the  value  of  all 
butterfat  in  producer  milk.  If  the  dif¬ 
ferential  is  the  siune  for  each  class,  as 
proposed  herein,  the  provisions  for 


weighting  the  values  of  butterfat  by 
classes  become  unnecessary  and  the  same 
butterfat  differential  will  be  used  for 
adjusting  the  producer’s  imlform  price. 

5.  Class  I  price.  TTie  Class  I  price 
should  be  the  basic  formula  price  for  the 
second  preceding  month  plus  $1.85  in 
Zone  1. 

The  Class  I  differential  is  now  $1.87  for 
plants  in  the  Cleveland-Erie  district,  and 
$1.97  in  the  Pittsburgh  district. 

Producers  proposed  a  single  Class  1 
differential  of  $1.88  in  conjimction  with 
their  proposal  to  revise  the  location  pric¬ 
ing  schedule  under  the  order.  Proponents 
stated  their  intention  that  the  proposed 
change  should  return  to  producers  the 
same  total  dollar  value  for  Class  I  milk 
as  they  now  receive  under  the  order. 

Adopting  a  Class  I  differential  of  $1.85 
in  conjimction  with  the  other  changes 
applicable  to  Class  I  milk  adopted  in  this 
decision  (e.g.,  location  pricing,  butterfat 
differential)  will  return  to  producers  ap¬ 
proximately  the  same  aggregate  amount 
for  Class  I  milk  that  they  are  presently 
receiving.  ’The  Class  I  differential  herein 
adopted  is  reasonable  luider  current  con¬ 
ditions  affecting  the  supply  and  demand 
for  milk  in  the  market. 

6.  Classification  provisions,  (a)  Direct 
allocation  of  nonfiuid  other  source  milk 
to  Class  II  utilization.  The  order  should 
permit  the  direct  allocation  to  Class  H  of 
other  source  milk  received  in  a  form 
other  than  fluid  milk  products  or  fluid 
cream  products  (such  as  nonfat  dry  milk 
and  condensed  milk  or  skim  milk)  and 
used  to  produce  Class  II  products. 

Several  handlers  proposed  a  direct  al¬ 
location  to  Class  n  utili2iation  for  other 
source  milk,  except  that  received  in  the 
form  of  a  fluid  milk  product.  Tlie  basis 
for  their  proposal  was  that  there  is  no 
need  to  protect  the  local  dairy  farmers 
against  the  use  of  nonfat  dry  milk  solids 
and  condensed  milk  or  skim  milk  in  CHass 
n  products  because  such  products  in¬ 
volve  greater  cost  than  producer  milk. 
They  indicated  that  handlers  rely  prin¬ 
cipally  on  producers  for  a  supply  of  milk 
for  Class  n  uses,  and  use  alternative 
sources  only  when  producer  milk  is  not 
available  or  the  Class  H  product  is  modi¬ 
fied  by  the  addition  of  nonfat  dry  milk 
solids. 

The  major  use  of  other  source  milk  In 
Class  n  products  is  the  addition  of  non¬ 
fat  dry  milk  to  cream  products  and  to 
skim  milk  being  used  for  the  manufac¬ 
ture  of  cottage  cheese.  When  supplies  of 
producer  milk  are  short,  handlers  also 
may  reconstitute  nonfat  dry  milk  for  cot¬ 
tage  cheese  production.  Condensed  milk 
or  condensed  skim  milk  may  be  similarly 
used. 

Nonfat  dry  milk  has  certain  process¬ 
ing  advantages  for  handlers.  It  can  be 
added  readily  to  milk  or  milk  products 
to  increase  their  nonfat  milk  solids  con¬ 
tent.  Also,  its  storability  enables 
handlers  to  have  a  concentrated  form 
of  nonfat  milk  solids  on  hand  at  all 
times  for  emergency  use.  Nevertheless, 
any  higher  cost  of  nonfat  dry  milk  to  the 
handler  relative  to  producer  milk  would 
tend  to  limit  its  use  only  to  those  situ¬ 
ations  where  the  nonfat  dry  milk  pro¬ 
vides  a  distinct  processing  advantage. 
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(b)  Assignment  of  utilization  to  milk 
transferred  to  a  nonpool  plant.  The 
transfer  provisions  of  the  oMer  should 
be  revised  so  that  any  assignment  of 
Class  I  milk  at  a  nonpool  plant  to  dairy 
farmers  who  the  market  administrator 
determines  constitute  the  regular  sources 
of  supply  for  such  nonpool  plant  Is  lim¬ 
ited  to  those  farmers  whose  milk  is  of 
bottling  grade  quality. 

If  a  nonpocd  plant  receives  milk  from 
a  pool  plant,  the  market  administrator 
must  determine  the  classification  to  be 
assigned  the  receipt  of  pool  plant  milk. 
This  necessitates  assignment  of  Class  I 
utilization  at  the  nonpool  plant  to  its 
various  receipts. 

The  order  provides  priorities  in  Class 
I  milk  assignments  to  the  milk  of  dairy 
farmers  who  constitute  such  nonp>ool 
plant’s  regular  sources  of  supply.  The 
order  does  not,  however,  differentiate  be¬ 
tween  the  milk  of  bottling  grade  quality 
received  from  some  dairy  farmers  and 
the  manufactiuing  grade  milk  received 
from  others  at  the  nonpool  plant.  Con¬ 
sequently.  the  manufacturing  grade 
milk  may  now  be  assigned  Class  I  utili¬ 
zation  before  any  such  assignment  is 
made  to  fluid  milk  products  received 
from  pool  plants. 

The  manufacturing  grade  milk  re¬ 
ceived  from  dairy  farmers  is  not  involved 
in  a  nonpool  plant’s  Class  1  operation. 
Accordingly,  it  should  not  be  assigned 
to  any  of  the  plant’s  Class  I  utilization 
in  the  process  of  determining  the  clas- 
siflcation  of  pool  plant  milk  at  such 
nonpool  plant. 

(c)  Allowable  Class  III  shrinkage  on 
bulk  cream  transfers.  There  should  be  no 
division  of  shrinkage  between  the  trans¬ 
ferring  handler  and  the  receiving  han¬ 
dler  on  transfers  of  bulk  cream  between 
plants.  The  handler  flrst  receiving  the 
milk  should  receive  the  full  amount  of 
alloa-able  shrinkage  associated  with  the 
processing  of  such  milk  into  bulk  cream. 
As  the  result  of  a  suspension  order  cur¬ 
rently  in  effect,  the  regulation  so  pro¬ 
vides  at  the  present  time, 

A  cooperative  proposed  that  the  divi¬ 
sion  of  shrinkage  be  eliminated  in  order 
that  the  plant  processing  the  bulk  cream 
will  not  be  disadvantaged  in  processing. 
The  cooperative  handles  a  substantial 
portion  of  the  market’s  reserve  supplies. 
It  receives  producer  milk  at  farm  weights 
and  tests,  separates  such  milk  at  its  plant, 
and  transfers  large  quantities  of  cream 
to  other  plants,  "rhe  association  indi¬ 
cated  that  it  is  experiencing  losses  greatly 
in  excess  of  the  0.5  percent  permitted  a 
receiving  operation,  and  that  a  large 
amoimt  of  its  loss  is  occurring  in  the 
process  of  separating  milk  for  cream. 

When  bulk  cream  is  transferred  be¬ 
tween  plants,  it  is  not  necessary  that  the 
receiving  handler  be  allotted  any  Class 
in  shrinkage  on  such  transfer.  Such  bulk 
cream  usually  would  be  used  in  a  manu¬ 
factured  product  and  be  fully  accoimted 
for  on  a  “used  to  produce”  basis.  Since 
the  handler  would  report  that  his  total 
receipts  of  bulk  cream  were  used  to  pro¬ 
duce  specified  Class  n  or  Class  in  prod¬ 
ucts,  liiere  is  no  remainder  of  the  cream 


to  be  considered  as  unaccoimted  for,  or 
shrinkage. 

(d)  Limiting  Class  III  shrinkage  on 
transfers  to  other  plants.  The  shrinkage 
allowable  in  Class  in  on  a  pool  plant’s 
transfers  to  other  plants  should  be 
limited  to  a  quantity  that  is  not  more 
than  the  Class  m  shrinkage  computed 
on  the  basis  of  the  pool  plant’s  total 
receipts. 

The  allowable  Class  in  shrinkage  at  a 
plant  is  computed  on  the  basis  of  its 
receipts  of  producer  milk,  milk  diverted 
to  other  plants  and  fluid  milk  products 
received  from  other  plants.  Up  to  2  per¬ 
cent  of  producer  milk  may  be  eligible  for 
Class  ni  shrinkage;  on  milk  diverted 
from  the  plant,  the  Class  ni  shrinkage 
allowance  is  0.5  percent;  and  on  bulk 
fluid  milk  products  received  from  other 
plants,  the  allowable  Class  in  shrinkage 
is  1.5  percent,  except  that  no  shrinkage 
Is  allowed  on  such  transfers  If  a  Class  n 
or  Class  in  use  is  requested.  The  order 
also  provides  for  deducting  from  a  plant’s 
allowable  Class  ni  shrinkage  1.5  percent 
of  the  bulk  fluid  milk  products  trans¬ 
ferred  to  other  plants.  ’Thus,  a  “nega¬ 
tive”  shrinkage  allowance  results  when 
1.5  percent  of  the  bulk  fluid  milk  prod¬ 
ucts  transferred  from  a  plant  exceeds  the 
allowable  Class  III  shrinkage  that  was 
computed  on  the  basis  of  the  plant’s 
receipts  of  producer  milk,  its  milk 
diverted  to  other  plants  and  bulk  fluid 
milk  products  received  from  other  plants. 

If,  for  example,  a  plant  has  receipts  of 
1  million  pounds  of  producer  milk,  and  It 
is  buying  such  milk  on  the  basis  of  farm 
weights.  It  Is  permitted  actiial  shrinkage 
up  to  2  percent  In  Class  m,  e.g.,  20,000 
pounds.  If  the  plant  has  additional  re¬ 
ceipts  of  other  source  milk  for  which 
Class  ni  utilization  is  requested.  It  re¬ 
ceives  no  allowable  shrinkage  thereon.  In 
the  event  the  plant  transferred  1.5  mil¬ 
lion  pounds  of  milk  to  other  plants,  the 
transferor- handler  must  deduct  1.5  per¬ 
cent  of  such  transfer,  or  22,500  poimds, 
from  the  pool  plant’s  allowable  Class  m 
shrinkage  of  20,000  pounds.  In  such  In¬ 
stance  the  transferor-pool  plant  would 
have  a  negative  allowable  shrinkage  of 
2,500  poimds. 

The  order  amendments  provided 
herein  would  limit  the  allowable  shrink¬ 
age  in  the  example  cited  above  to  zero. 

(e)  Shrinkage  assigned  to  other  source 
milk.  The  method  of  prorating  shrinkage 
to  producer  milk  and  other  source  milk 
should  be  clarified  by  providing  that  the 
proration  to  other  source  milk  will  be 
limited  to  that  in  the  form  of  bulk  fluid 
milk  products. 

The  order  now  provides  for  a  proratlon 
of  plant  shrinkage  to  (1)  the  quantity  of 
producer  milk,  and  other  source  milk  in 
bulk  form  for  which  Class  n  or  m  uti¬ 
lization  is  not  requested,  and  (2)  the 
quantity  of  remaining  other  source  milk. 

A  cooperative  proposed  that  the  sec¬ 
ond  category  to  which  shrinkage  Is  pro¬ 
rated  be  limited  to  that  In  the  form  of 
bulk  fluid  milk.  Proponent  stated  that 
little,  if  any,  shrinkage  occurs  whenever 
nonfat  dry  milk  solids  are  used  In  re¬ 
constituting  or  fortifying  a  fluid  milk 


product.  The  cooperative  also  Indicated 
that  other  source  milk  received  in  the 
from  of  packaged  fluid  milk  products 
should  not  receive  any  shrinkage  at  the 
plant  of  receipt  because  the  principal 
shrinkage  on  such  milk  would  have  oc¬ 
curred  at  the  plant  where  such  milk  was 
processed  £uid  packaged. 

Handlers  stated,  contrarily,  that  the 
losses  In  a  processing  operation  Involving 
the  use  of  nonfluid  other  source  milk  are 
not  significantly  different  than  the  losses 
occurring  in  an  operation  using  other 
source  milk  in  fluid  form. 

Nonfat  dry  milk  solids,  condensed  milk, 
and  condensed  skim  milk  are  used  pri¬ 
marily  for  Class  in  purposes.  These 
products  are  also  widely  used  to  fortify 
fluid  milk  products  disposed  of  as  Class  1, 
but  the  quantities  so  used  are  relatively 
small  compared  to  the  quantities  used 
for  other  purposes.  When  nonfat  dry 
milk  solids  or  condensed  milk  products 
are  used  in  the  manufacture  of  a  Class  II 
or  Class  m  milk  product,  the  proratlon 
of  shrinkage  to  the  quantity  so  used  Is 
not  on  the  basis  of  the  actual  weight  of 
such  products  but  on  the  basis  of  the 
skim  milk  equivalent  (nonfat  milk  solids 
contained  in  such  product  plus  all  of  the 
water  originally  associated  with  such 
solids).  Accordingly,  the  proratlon  of 
shrinkage  should  be  llmlt^  to  other 
source  milk  in  the  form  of  bulk  fluid  milk 
products  in  order  that  a  disproportionate 
amoimt  of  shrinkage  Is  not  allocated  to 
the  manufacturing  segment  of  a  plant’s 
operation. 

7.  Miscellaneous  and  conforming 
changes — (a)  Receipts  of  fluid  milk  prod¬ 
ucts  priced  by  an  order  at  a  pool  plant 
from  an  unregulated  supply  plant.  No 
pool  charge  should  be  made  on  fluid  milk 
products  received  at  a  pool  plant  or  a 
partially  regulated  distributing  plant 
from  an  unregulated  supply  plant  when 
it  is  determined  that  such  fluid  milk 
products  have  been  priced  as  Class  I 
under  this  or  any  other  Federal  order. 
When  an  unregulated  supply  plant 
makes  Class  I  purchases  from  a  regu¬ 
lated  plant  under  any  order,  the  obliga¬ 
tion  to  the  order  pool  at  the  Class  I  price 
has  been  met,  and  there  is  no  justiflca- 
tion  for  any  additional  charge.  On  any 
unpriced  milk  received  from  an  unregu¬ 
lated  supply  plant  and  allocated  to  Class 
I  at  a  pool  plant,  the  eastern  Ohio- 
western  Pennsylvania  order  will  continue 
to  provide  for  payment  to  the  producer 
settlement  fund  at  the  difference  between 
the  Class  I  and  uniform  prices. 

(b)  Definition  of  fluid  cream  product. 
A  definition  of  “fluid  cream  product” 
should  be  added  to  the  order  to  mean 
cream  (including  aerated  cream  and 
sterilized  cream)  or  a  mixture  of  cream 
and  milk  or  skim  milk  containing  10.5 
percent  or  more  butterfat.  These  prod¬ 
ucts.  when  disposed  of  by  a  handler  for 
fluid  consumption,  are  classified  In  Class 

n. 

Reference  is  frequently  made  through¬ 
out  the  (Mder  to  the  various  products 
herein  proposed  to  be  Included  In  the 
fluid  cream  product  definition.  Incor¬ 
porating  a  definition  In  the  order  will 
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facilitate  such  reference  to  the  many 
order  provisions  concerned  with  these 
products  that  are  herein  designated  as 
fluid  cream  products. 

(c)  Equivalent  price.  The  order  lan¬ 
guage  providing  for  the  “use  of  equiva¬ 
lent  prices”  should  be  modified. 

The  order  now  provides  that  if  for 
any  reason  a  price  quotation  required  by 
the  order  for  computing  class  prices  or 
for  other  purposes  is  not  available  in  the 
manner  described,  the  market  admin¬ 
istrator  shall  use  a  price  determined  by 
the  Secretary  to  be  equivalent  to  the 
price  that  is  required.  At  the  hearing,  it 
was  proposed  that  this  provision  be  made 
more  deflnltive  so  as  to  encompass  items 
other  than  price  quotations  that  might 
be  required  for  computing  class  prices 
when  such  prices  are  not  available  in 
the  manner  described. 

Although  the  various  quotations  now 
used  in  the  order  are  specified  price  quo¬ 
tations,  a  different  price  constituent 
(e.g.,  a  price  index)  that  is  reflective  of 
one  or  more  price  quotations  might  un¬ 
der  some  circumstances  be  instituted  in 
the  order  as  a  basis  for  determining  class 
prices.  Replacing  “price  quotation”  with 
“price  or  pricing  constituent”  in  the  or¬ 
der  language  relating  to  the  use  of  equiv¬ 
alent  prices  will  more  appropriately  ex¬ 
press  the  intent  of  this  provision  of  the 
order,  and  is  therefore  adopted  in  this 
decision. 

(d)  Repositioning  of  location  adjust¬ 
ment  applicable  to  other  source  milk.  The 
provisions  which  provide  that  the  Class 
I  and  weighted  average  price  for  other 
somce  milk,  when  adjust^  for  location 
of  the  shipping  plant,  shall  not  be  less 
than  the  Class  in  price,  should  be  re¬ 
positioned  in  the  order. 

A  pool  plant  operator’s  obligation  to 
the  producer  settlement  fund  includes  a 
payment  on  fluid  milk  products  received 
from  imregulated  supply  plants  and  al¬ 
located  to  Class  I.  The  handler’s  obliga¬ 
tion  to  the  pool  is  determined  by  charg¬ 
ing  him  at  the  Class  I  price  and  crediting 
him  at  the  weighted  average  price.  The 
Class  I  price  and  the  weighted  average 
price  used  in  such  computation  are  those 
applicable  at  the  imregulated  supply 
plant,  except  that  each  is  limited  so  as 
not  to  be  less  than  the  Class  in  price. 

Presently  such  limits  to  the  Class  I 
price  appear  in  the  section  dealing  with 
computation  of  the  net  pool  obligation 
of  each  handler.  The  phrase  “but  not  to 
be  less  than  the  Class  ni  price”  should 
be  deleted  from  such  paragraph  and 
placed  within  a  new  paragraph  to  be 
added  to  the  section  on  location  adjust¬ 
ments  to  handlers. 

The  limit  to  the  weighted  average  price 
at  which  the  pool  handler  is  credited 
appears  in  the  section  specifying  pay¬ 
ments  to  the  producer  settlement  fund. 
The  parenthetical  phrase  “not  to  be  less 
than  the  value  at  the  Class  HI  price” 
should  be  deleted  from  such  paragraph 
and  the  location  differentials  on  nonpool 
milk  should  be  revised  to  include  such 
limits. 

'These  changes,  as  proposed  herein,  re¬ 
move  from  certain  sections  of  the  order 
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limits  to  the  amount  by  which  location 
adjustments  might  decrease  the  Class  I 
or  weighted  average  price  and  ‘places 
such  limits  within  sections  of  the  order 
dealing  with  appropriate  location  adjust¬ 
ments. 

(e)  Accounting  for  packaged  fluid 
cream  products  received  from  other 
plants.  The  order  should  specify  that 
handlers  report  their  receipts  of  pack¬ 
aged  fluid  cream  products  from  other 
plants.  Handlers  are  not  now  required 
to  report  such  receipts.  The  order  does 
require,  however,  that  handlers  report 
their  month-end  inventories  of  packaged 
fluid  cream  products,  irrespective  of  their 
source. 

It  was  proposed  that  packaged  fluid 
cream  products  received  at  a  pool  plant 
and  then  disposed  of  from  the  plant 
without  further  processing  be  treated 
as  “pass-through”  products.  Under  this 
treatment,  such  “pass-through”  products 
would  not  be  considered  other  source 
milk  and  would  not  be  subject  to  the  £d- 
location  and  pricing  provisions  of  the 
order. 

Although  no  handler  obligation  would 
result  under  the  provisions  herein  pro¬ 
posed  (requiring  handlers  to  report  their 
receipts  of  packaged  fluid  cream  products 
from  other  plants)  their  adoption  will 
be  helpful  in  establishing  a  more  com¬ 
plete  accounting  of  all  processing  oper¬ 
ations  within  the  plant  that  involve  the 
use  of  fluid  cream  products.  To  facilitate 
the  accounting  for  all  fluid  cream  prod¬ 
ucts  handled  at  a  plant,  the  other  source 
milk  deflnition  should  include  all  fluid 
cream  products,  whether  in  bulk  or  pack¬ 
aged  form.  This  will  preclude  the  record¬ 
keeping  diiflculties  that  might  otherwise 
be  experienced  in  accounting  separately 
for  inventories  and  sales  of  fluid  cream 
products  that  are  processed  in  the  han¬ 
dler’s  plant  and  those  received  at  the 
plant  in  packaged  form  from  other 
plants. 

(f)  Order  format.  The  order  format 
should  be  revised  to  result  in  a  more 
compact  order  and  a  more  precise  group¬ 
ing  of  related  order  provisions.  In  addi¬ 
tion  to  redesignation  of  section  numbers 
(and  codifled  subunits),  some  changes 
have  been  made  in  section  titles,  intro¬ 
ductory  paragraphs,  and  section  content. 
These  modifications  conform  with  the 
format  recently  incorporated  in  several 
Federal  milk  orders  and  proposed  for  a 
number  of  others.  No  substantive  change 
in  the  Eastern  Ohio-Western  Pennsyl¬ 
vania  order  provisions  will  result  fnxn 
the  adoption  of  the  revised  order  format. 

Rulings  on  Proposed  Findings  and 
Conclusions 

Briefs  and  proposed  flndings  and  con¬ 
clusions  were  filed  on  behalf  of  certain 
interested  parties.  These  briefs,  proposed 
flndings  and  conclusions,  and  the  evi¬ 
dence  in  the  record  were  considered  in 
making  the  flndings  and  conclusions  set 
forth  above.  To  the  extent  that  the  sug¬ 
gested  flndings  and  conclusions  filed  by 
interested  parties  are  inconsistent  with 
the  flndings  and  conclusions  set  forth 
herein,  the  requests  to  make  such  flnd- 
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ings  or  reach  such  conclusions  are  denied 
for  the  reasons  previously  stated  in  this 
decision. 

General  Findings 

The  flndings  and  determinations  here¬ 
inafter  set  forth  are  supplementary  and 
in  addition  to  the  flndings  and  determi¬ 
nations  previously  made  in  connection 
with  the  issuance  of  the  aforesaid  order 
and  of  the  previously  issued  amend¬ 
ments  thereto;  and  all  of  said  previous 
flndings  and  determinations  are  hereby 
ratified  and  affirmed,  except  insofar  as 
such  flndings  and  determinations  may 
be  in  conflict  with  the  flndings  and  de¬ 
terminations  set  forth  herein. 

(a)  The  tentative  marketing  agree¬ 
ment  and  the  order,  as  hereby  prcHJOsed 
to  be  amended,  and  all  of  the  terms  and 
conditions  thereof,  will  tend  to  effectuate 
the  declared  policy  of  the  Act; 

(b)  The  parity  prices  of  milk  as  deter¬ 
mined  pursuant  to  section  2  of  the  Act 
are  not  reasonable  in  view  of  the  price 
of  feeds,  available  supplies  of  feeds,  and 
other  economic  conditions  which  ^ect 
market  supply  and  demand  for  mUk  in 
the  marketing  area,  and  the  minimum 
prices  specified  in  the  tentative  market¬ 
ing  agreement  and  the  order,  as  hereby 
proposed  to  be  amended,  are  such  prices 
as  will  reflect  the  aforesaid  factors,  in¬ 
sure  a  sufficient  quantity  of  pure  and 
wholesome  milk,  and  be  in  the  public 
interest;  and 

(c)  The  tentative  marketing  agree¬ 
ment  and  the  order,  as  hereby  proposed 
to  be  amended,  will  regulate  the  han¬ 
dling  of  milk  in  the  same  manner  as,  and 
will  be  applicable  only  to  persons  in  the 
respective  classes  of  industrial  and  com¬ 
mercial  activity  specified  in,  a  marketing 
agreement  upon  which  a  hearing  has 
been  held. 

Rulings  on  Exceptions 

In  arriving  at  the  flndings  and  conclu¬ 
sions,  and  the  regulatory  provisions  of 
this  decision,  each  of  the  exceptions  re¬ 
ceived  was  carefully  and  fully  considered 
in  conjunction  with  the  record  evidence. 
To  the  extent  that  the  flndings  and  con¬ 
clusions,  and  the  regulatory  provisions  of 
this  decision  are  at  variance  with  any  of 
the  exceptions,  such  exceptions  are  here¬ 
by  overruled  for  the  reasons  previously 
stated  in  this  decision. 

Marketing  Agreement  and  Order 

Annexed  hereto  and  made  a  part  here¬ 
of  are  two  documents,  a  marketing  agree¬ 
ment  regulating  the  handling  of  milk, 
and  an  order  amending  the  order  regu¬ 
lating  the  handling  of  milk  in  the  East¬ 
ern  Ohio-Western  Pennsylvania  market¬ 
ing  area  which  have  been  decided  upon 
as  the  detailed  and  appropriate  means  of 
effectuating  the  foregoing  conclusions. 

It  is  hereby  ordered.  That  this  entire 
decision,  except  the  attached  marketing 
agreement,  be  published  in  the  Federal 
Register.  The  regulatory  provisions  of 
the  marketing  agreement  are  identical 
with  those  contained  in  the  order  as 
hereby  proposed  to  be  amended  by  the 
attached  order  which  is  published  with 
this  decision. 
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Referendum  Order  To  Determine  Pro¬ 
ducer  Approval;  Determination  op 
Representative  Period;  and  Designa¬ 
tion  OF  Referendum  Agent 

It  is  hereby  directed  that  a  referendum 
be  conducted  and  completed  on  or  before 
the  30th  day  from  the  date  this  decision 
is  issued,  in  accordance  with  the  proce¬ 
dure  for  the  conduct  of  referenda  (7  CPR 
900.300  et  seq.),  to  determine  whether 
tlie  issuance  of  the  attached  order  as 
amended  and  as  hereby  proposed  to  be 
amended,  regulating  the  handling  of  milk 
in  the  Eastern  Ohio-Western  Pennsyl¬ 
vania  marketing  area  is  approved  or 
favored  by  producers,  as  defined  imder 
the  terms  of  the  order,  as  amended  and 
as  hereby  proposed  to  be  amended,  and 
who,  during  the  representative  period, 
were  engaged  in  the  production  of  milk 
for  sale  within  the  aforesaid  marketing 
area. 

The  representative  period  for  the  con¬ 
duct  of  such  referendum  is  hereby  deter¬ 
mined  to  be  July  1972. 

The  agent  of  the  SecretaiT  to  conduct 
such  referendum  is  hereby  designated  to 
be  Mr.  Cleo  C.  Taylor. 

Signed  at  Washington,  D.C.,  on  No¬ 
vember  3,  1972. 

Richard  E.  Lyng, 

Assistant  Secretary. 

Order  *  amending  the  order,  regulating 
the  handling  of  milk  in  the  Eastern  Ohio- 
Western  Pennsylvania  marketing  area. 

Findings  and  Determinations 

Tlie  findings  and  determinations  here¬ 
inafter  set  forth  are  supplementary  and 
in  addition  to  the  findings  and  deter¬ 
minations  pre\1ously  made  in  connection 
with  the  issuance  of  the  aforesaid  order 
and  of  the  previously  issued  amendm^ts 
thereto;  and  all  of  said  previous  findings 
and  determinations  are  hereby  ratified 
and  affirmed,  except  insofar  as  such  find¬ 
ings  and  determinations  may  be  in  con¬ 
flict  uith  the  findings  and  determina¬ 
tions  set  forth  herein. 

•  a)  Findings.  A  public  hearing  was 
held  upon  certain  proposed  amendments 
to  the  tentative  marketing  agreement 
and  to  the  order  regulating  the  handling 
of  milk  in  the  Eastern  Ohio-Western 
Pennsylvania  marketing  area.  The  hear¬ 
ing  was  held  pursuant  to  the  provisions 
of  the  Agricultural  Marketing  Agreement 
Act  of  1937,  as  amended  <7  U.S.C.  601  et 
s^.),  and  the  applicable  rules  of  prac¬ 
tice  and  procedure  (7  CPR  Part  900). 

Upon  the  basis  of  the  evidence  intro¬ 
duce  at  such  hearing  and  the  record 
thereof,  it  is  found  that: 

( 1 )  The  said  order  as  hereby  amended, 
and  all  of  the  terms  and  conditions 
thereof,  uHl  tend  to  effectuate  the  de¬ 
clared  policy  of  the  Act; 

(2)  The  parity  prices  of  milk,  as  deter¬ 
mined  pursuant  to  section  2  of  the  Act, 
are  not  reasonable  in  view  of  the  price  of 
feeds,  available  supplies  of  feeds,  and 

>  This  order  shall  not  become  effective  un¬ 
less  and  untU  the  requirements  of  $  900.14 
of  the  rules  of  practice  and  procedure  gov¬ 
erning  proceedings  to  formulate  marketing 
agreements  and  marketing  orders  have  been 
met. 


other  economic  conditions  which  affect 
market  supply  and  demand  for  milk  in 
the  said  marketing  area,  and  the  mini¬ 
mum  prices  specified  in  the  order  as 
hereby  amend^,  are  such  prices  as  will 
reflect  the  aforesaid  factors,  insure  a 
sufficient  quantity  of  pure  and  wholesome 
milk,  and  be  in  the  public  interest;  and 

(3)  The  said  order  as  hereby  amended 
regulates  the  handling  of  milk  in  the 
same  manner  as,  and  is  applicable  only 
to  persons  in  the  respective  classes  of  in¬ 
dustrial  or  commercial  activity  specified 
in,  a  marketing  agreement  upon  which 
a  hearing  has  been  held. 

Order  relative  to  handling.  It  Is  there¬ 
fore  ordered  that  on  and  after  the  effec¬ 
tive  date  hereof  the  handling  of  milk 
in  the  Eastern  Ohio-Western  Pennsyl¬ 
vania  marketing  area  shall  be  in  con¬ 
formity  to  and  in  compliance  with  the 
terms  and  conditions  of  the  order,  as 
amended,  and  as  hereby  amended,  as 
follows: 

The  provisions  of  the  proposed  mar¬ 
keting  agreement  and  order  amending 
the  order  contained  in  the  recommended 
decision  issued  by  the  Deputy  Adminis¬ 
trator,  Regulatory  Programs,  on  July 
17,  1972,  and  published  in  the  Federal 
Register  on  July  20, 1972  (37  F.R.  14393) 
shall  be  and  are  the  terms  and  provisions 
of  this  order,  amending  the  order,  and 
are  set  forth  in  full  hei*ein  subject  to  the 
following  modification  in  §  1036.6  as  it 
appeared  in  the  recommended  decision. 

The  entire  order  ‘Part  1036),  incorpo¬ 
rating  the  provisions  of  this  order, 
amending  the  order,  is  set  forth  in  full 
herein  in  a  revised  order  format.  In  ad¬ 
dition  to  redesignation  of  section  num¬ 
bers  (and  codified  subunits),  some 
changes  have  been  made  in  section  titles, 
introductory  paragraphs,  and  section 
content.  The  revised  order  format  is  con¬ 
cerned  only  with  structure  and  makes 
no  substantive  changes  in  order  pro¬ 
visions. 

PART  1036 — MILK  IN  EASTERN  OHIO- 
WESTERN  PENNSYLVANIA  MAR¬ 
KETING  AREA 

General  Provisions 

Sec. 

1036.1  General  provisions. 

Definitions 

1036.2  Eastern  Ohio-Western  Pennsylvania 

marketing  area. 

1036.3  Route  disposition. 

1036.4  I  Reserved] 

1036.5  Distributing  plant. 

1036.6  Supply  plant. 

1036.7  Pool  plant. 

1 036 .8  Nonpool  plant . 

1036.9  Handler. 

1036.10  Producer-handler. 

1036.11  (Reserved] 

1036.12  Producer. 

1036.13  Producer  milk. 

1036.14  Other  source  mUk. 

1036.15  Fluid  milk  product. 

1036.16  Fluid  cream  product. 

1036.17  Filled  mUk. 

1036.18  Cooperative  association. 

1036.19  Reload  point. 

Handler  Reports 

1036.30  Reports  of  receipts  and  utilization. 

1036.31  Payroll  repiHts. 

1036.32  Other  r^xcts. 


Classification  of  Milk 

Sec. 

1036.40  Classes  of  utilization. 

1036.41  Shrinkage. 

1036.42  Classification  of  transfers  and  diver¬ 

sions. 

1036.43  General  classification  rules. 

1036.44  Classification  of  producer  milk. 

1036.45  Market  administrator’s  reports  and 

announcements  concerning  classi¬ 
fication. 

Class  Prices 

1036.50  Class  prices. 

1036.51  Basic  formula  price. 

1036.52  Plant  location  adjustments  for 

handlers. 

1 036.53  Annoimcement  of  class  prices. 

1036.54  Equivalent  price. 

Uniform  Price 

1036.60  Handler's  value  of  milk  for  com¬ 

puting  uniform  price. 

1036.61  Computation  of  uniform  price. 

1036.62  Announcement  of  uniform  price  and 

butterfat  differential. 

Payments  for  Milk 

1036.70  Producer-settlement  fund. 

1036.71  Payments  to  the  producer-settle¬ 

ment  fund. 

1036.72  Payments  from  the  producer-settle¬ 

ment  fund. 

1036.73  Payments  to  producers  and  to  co¬ 

operative  associations. 

1036.74  Butterfat  differential. 

1036.75  Plant  location  adjustments  for  pro¬ 

ducers  and  on  nonpool  milk. 

1036.76  Payments  by  handler  operating  a 

partially  regulated  distributing 
plant. 

1036.77  Adjustment  of  accounts. 

1036.78  Charges  on  overdue  accounts. 

Administrative  Assessment  and  Marketing 
Service  Deduction 

1036.85  Assessment  for  order  administra¬ 

tion. 

1036.86  Deduction  for  marketing  services. 

General  Provisions 
§  1036.1  General  provisions. 

The  terms,  definitions,  and  provisions 
in  Part  1000  of  this  chapter  are  hereby 
incorporated  by  reference  and  made  a 
part  of  this  order. 

Definitions 

§  1036.2  Eastern  Ohio-Western  Penn¬ 
sylvania  marketing  area. 

The  “Eastern  Ohio-Western  Pennsyl¬ 
vania  marketing  area,”  hereinafter  called 
the  “marketing  area,”  means  all  the  ter¬ 
ritory  within  the  boundaries  of  the  fol¬ 
lowing  geographical  units.  Including  all 
waterfront  facilities  connected  therewith 
and  all  territory  occupied  by  government 
(municipal.  State,  or  Federal)  reserva¬ 
tions,  installations.  Institutions,  or  other 
similar  establishments  If  any  part  thereof 
Is  within  the  listed  geographical  imits: 
(a)  “Zone  1“ Includes: 

(1)  In  Ohio: 

(1)  The  following  counties  in  their 
entirety: 

Ashtabula.  Monroe. 

Carroll.  Portage. 

Geauga.  Tuscarawas. 

Harrison.  Wayne. 

Holmes. 

(ii)  Ashland  County  (except  the  town¬ 
ships  of  Ruggles,  Sullivan,  and  Troy) . 
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(iii)  In  Guernsey  County:  the  town¬ 
ships  of  Londonderry,  Millwood,  and 
Oxford. 

(iv)  In  Stark  County:  Sugar  Creek 
Township. 

(V)  In  Trumbull  County:  the  town¬ 
ships  of  Bazetta,  Bloomfield,  Bristol, 
Champion,  Farmington,  Fowler,  Greene, 
Gustavus,  Hartford,  Johnston,  Kinsman, 
Mecca,  Mesopotamia,  Southington,  and 
Vernon, 

(2)  In  Pennsylvania: 

(i)  The  following  counties  in  their 
entirety: 

Crawford.  Venango. 

Erie. 

(ii)  In  Clarion  County:  the  townships 
of  Ashland,  Beaver,  Licking,  Madison, 
Perry,  Piney,  Richland,  Salem,  and  Toby. 

(b)  “Zone  2”  includes: 

(1)  In  Ohio: 

(1)  The  following  counties  in  their 
entirety: 

Belmont.  Mahoning. 

Columbiana.  Sununlt. 

Jefferson. 

(ii)  In  Lorain  County:  the  townships 
of  Amherst,  Avon,  Avon  Lake,  Black 
River,  Carlisle,  Columbia,  Eaton,  Elsrrla, 
Grafton,  Rldgevllle,  and  Sheffield. 

(ill)  Medina  Coimty  (except  the 
townships  of  Chatham,  Homer,  Litch¬ 
field,  and  lancer) . 

(Iv)  Stark  County  (except  Sugar  Creek 
Township). 

(v)  In  Trumbull  County:  the  town¬ 
ships  of  Braceville,  Brookfield,  Howland, 
Hubbard,  Liberty,  Lordstown,  Newton, 
Warren,  Weathersfield,  and  Vienna. 

(2)  In  Pennsylvania: 

(i)  The  following  counties  in  their 
entirety: 


Armstrong. 

Oreene. 

Beaver. 

Lawrence. 

Butler. 

Mercer. 

Payette. 

Washington. 

(ii)  Westmoreland  County  (except  the 

boroughs  of  Bolivar,  Donegal,  Llgonier, 
New  Florence,  and  Seward  and  the  town- 

ships  of  Cook, 

Donegal,  Fairfield,  Llgo- 

nier,  and  St.  Clair) . 

(3)  In  West 

Virginia,  the  following 

counties  in  their  entirety: 

Barbour. 

Ohio. 

Brooke. 

Preston. 

Doddridge. 

RandcHph. 

Hancock. 

Taylor. 

Harrison. 

Tucker. 

Lewis. 

Tyler, 

Marion. 

Upshur. 

Marshall. 

Monongalia. 

Wetzel. 

(c)  “Zone  3”  includes  Cuyahoga  and 
Lake  counties,  Ohio,  in  their  entirety. 

(d)  “Zone  4”  Includes  Allegheny 
County,  Pa.,  in  its  entirety. 

§  1036.3  Route  disposition. 

“Route  disposition'*  means  a  delivery 
(except  to  a  plant),  either  directly  or 
through  any  distribution  facility  (Includ¬ 
ing  dispoeitloa  from  a  plant  store,  ven¬ 
dor,  (NT  vending  machine) ,  of  a-flnid  "rfik 
product  daesifled  as  Class  I  pursuant  to 
§  1036.40(a)(1). 


§  1036.4  [Reserved] 

§  1036.5  Distributing  plant. 

“Distributing  plant”  means  a  plant  in 
which  fiuld  milk  products  {u>proved  by 
a  duly  constituted  health  authority  for 
fluid  consumption,  or  filled  milk,  are 
processed  or  packaged  and  from  which 
there  is  route  disposition  in  the  market¬ 
ing  area  during  the  month. 

§  1036.6  Supply  plant. 

“Supply  plant’’  means  a  plant  from 
which  a  fluid  milk  product  acceptable  to 
a  duly  constituted  health  authority,  or 
filled  milk,  is  transferred  or  diverted 
diulng  the  month  to  a  pool  plant. 

§  1036.7  Pool  plant. 

Except  as  provided  in  paragraph  (e) 
of  this  section,  “pool  plant”  means : 

( a)  A  distributing  pool  plant  that  has : 

(1)  Route  disposition,  except  filled 
milk,  during  the  month  of  not  less  than 
50  percent  (40  percent  for  each  month 
of  April  through  August)  of  the  total 
receipts  of  fiuid  milk  products,  except 
filled  milk,  that  are  approved  by  a  duly 
constituted  health  authority  for  fiuid 
consiunption  and  that  are  physically  re¬ 
ceived  at  such  plant  or  diverted  as 
producer  milk  pursuant  to  9  1036.13  to 
plants  other  than  those  qualified  as  pool 
plants  pursuant  to  this  paragraph;  and 

(2)  Route  disposition,  except  filled 
milk,  in  the  marketing  area  during  the 
month  of  not  less  than  15  percent  of  the 
receipts  described  in  subparagraph  (1) 
of  thi.s  paragraph. 

(b)  A  supply  plant  frcxn  which  during 
the  months  of  September,  October,  and 
November,  not  less  than  50  percent,  and 
in  all  other  months  not  less  than  40  per¬ 
cent,  of  the  total  quantity  of  milk  im¬ 
proved  by  a  duly  constituted  health  au¬ 
thority  for  fluid  consiunption  that  is 
physically  received  (excluding  that  di¬ 
verted  from  other  plants)  at  such  plant 
from  dairy  farmers  and  handlers  defined 
in  9  1036.9(c)  or  diverted  as  producer 
milk  pursuant  to  9  1036.13  to  pool  plants 
and  nonpool  plants  is  transferred  or  di¬ 
verted  to  and  physically  received  in  the 
form  of  fluid  milk  products,  except  filled 
milk,  at  pool  plants  qualified  under  par¬ 
agraph  (a)  oi  this  section  or  disposed  of 
as  route  disposition  in  the  marketing 
area. 

(c)  A  plant  that  qualified  as  a  pool 
plant  under  paragraph  (b)  of  this  sec¬ 
tion  on  the  basis  erf  its  transfers  and  di¬ 
versions  to  pool  plants  (exclusive  of  its 
route  disposition  in  the  marketing  area) 
in  each  of  the  Immediately  preceding 
months  of  September  through  February 
shall  be  a  pool  plant  for  the  months  of 
March  through  August  imless  the  milk 
received  at  the  plant  does  not  continue 
to  meet  the  requirements  of  a  duly  con¬ 
stituted  health  authority  or  a  written 
application  is  filed  by  the  plant  operator 
with  the  market  administrator  on  or  be¬ 
fore  the  first  day  of  any  such  month  re¬ 
questing  that  the  plant  be  designated  as 
a  nonpool  plant  for  such  month  and 
each  subsequent  month  through  August 


during  which  it  would  not  otherwise 
qualify  as  a  pool  plant. 

(d)  A  plant (s)  that  is  approved  by  a 
duly  constituted  health  authority  to 
handle  milk  for  fiuid  consumption,  that 
Is  operated  by  a  cooperative  association, 
and  from  which  during  the  month  the 
quantity  of  fluid  milk  products  (except 
filled  milk)  shipped  to  pool  plants  quali¬ 
fied  pursuant  to  paragraph  (a)  of  this 
section  plus  the  milk  physically  received 
at  such  plants  by  direct  delivery  from 
the  farms  of  producer  members  of  the 
cooperative  association  is  not  less  than 
65  percent  in  any  month  of  September 
through  April  and  not  less  than  50  per¬ 
cent  in  any  other  month  of  the  coopera¬ 
tive  association  members’  producer 
milk.  If  the  cooperative  association  op¬ 
erating  a  plant  qualified  as  a  pool  plant 
pursuant  to  this  paragraph  files  with  the 
market  administrator  prior  to  the  first 
day  of  any  month  a  written  request  for 
nonpool  status  for  such  plant,  the  plant 
shall  be  a  nonpool  plant  for  such  month 
and  for  each  of  the  next  11  months  in 
which  It  does  not  qualify  as  a  pool  plant 
pursuant  to  paragraph  (a),  (b),  or  (c) 
of  this  section. 

(e)  The  term  “pool  plant”  shall  not 
apply  to  the  following  plants: 

(1)  A  producer-handler  plant;  and 

(2)  A  plant  that  Is  fifily  subject  to  the 
pricing  and  pooling  provisions  of  another 
order  issued  pursuant  to  the  Act.  unless 
such  plant  is  qualified  as  a  pool  plant 
pursuant  to  this  section  and  a  greater 
volume  of  fluid  milk  products,  except 
filled  milk,  is  disposed  of  from  such  plant 
in  this  marketing  area  as  route  disposi¬ 
tion  and  to  pool  plants  qualified  on  the 
basis  of  route  disposition  in  this  market¬ 
ing  area  than  is  disposed  of  from  such 
plant  in  the  marketing  area  regulated 
pursuant  to  the  other  order  as  route  dis¬ 
position  and  to  plants  qualified  as  fully 
regulated  plants  under  such  other  order 
(m  the  basis  of  route  disposition  in  its 
marketing  area. 

§  1036.8  Nunpool  plant. 

“Nonpool  plant”  means  a  plant  (except 
a  pool  plant)  which  receives  milk  from 
dairy  farmers  or  is  a  milk  or  filled  milk 
manufacturing,  processing,  or  bottling 
plant.  The  following  categories  of  non¬ 
pool  plants  are  further  defined  as  fol¬ 
lows: 

(a)  “Other  order  plant”  means  a  plant 
that  is  fully  subject  to  the  pricing  and 
pooling  provisions  of  another  order  is¬ 
sued  pursuant  to  the  Act. 

(b)  “Producer-handler  plant”  means  a 
plant  operated  by  a  producer-handler  as 
defined  in  any  order  (including  this 
part)  issued  pursuant  to  the  Act. 

(c)  “Partially  regulated  distributing 
plant”  means: 

( 1 )  A  nonpool  plant  that  is  a  distribut¬ 
ing  plant  and  is  not  an  other  order  plant 
or  a  producer-handler  plant;  and 

(2)  An  other  order  plant  with  respect 
to  its  route  disposition  in  the  maritotlng 
area  that  is  not  priced  and  pooled  pursu¬ 
ant  to  any  order  issued  pursuant  to  the 
Act. 

(d)  “Unregulated.  supply  plant” 
means: 
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(1)  A  nonpool  plant  that  is  a  supply 
plant  and  is  not  an  other  order  plant  or 
a  producer-handler  plant;  and 

(2)  An  other  order  plant  with  respect 
to  fluid  milk  products  which  were  re¬ 
ceived  at  a  pool  plant  from  such  a  plant 
and  which  are  not  priced  and  pooled 
pursuant  to  any  order  Issued  pursuant  to 
the  Act. 

§  1036.9  Haiuller. 

“Handler”  means: 

(a)  Any  person  in  his  capacity  as  the 
operator  of  one  or  more  pool  plants; 

<b)  Any  cooperative  association  with 
respect  to  producer  milk  which  it  causes 
to  be  diverted  for  its  account  from  a  pool 
plant  of  another  handler  to  a  nonpool 
plant; 

(c)  Any  cooperative  association  with 
respect  to  milk  of  its  producer-members 
which  is  delivered  from  the  farm  to  the 
pool  plant  of  another  handler  in  a  tank 
truck  owned  and  operated  by  or  imder 
contract  to  such  cooperative  association. 
The  milk  for  which  a  cooperative  asso¬ 
ciation  is  the  handler  pursuant  to  this 
paragraph  shall  be  deemed  to  have  been 
received  at  the  location  of  the  pool  plant 
to  which  it  was  delivered ; 

(d)  Any  person  in  his  capacity  as  the 
operator  of  a  partially  regulated  dis¬ 
tributing  plant; 

<e)  Any  producer-handler;  and 

(f)  Any  person  in  his  capacity  as  the 
operator  of  an  other  order  plant  that 
is  either  a  distributing  plant  or  a  supply 
plant. 

§  1036.10  Produrer-handlcr. 

“Producer-handler”  means  any  person 
who: 

(a)  Operates  a  dairy  farm  and  a  dis¬ 
tributing  plant; 

(b)  Receives  no  fluid  milk  products 
from  sources  other  than  his  own  farm 
production  and  pool  plants; 

^c)  Uses  no  milk  products  other  than 
fluid  milk  products  for  reconstitution 
into  fluid  milk  products;  and 

(d)  Provides  proof  satisfactory  to  the 
market  administrator  that  the  care  and 
management  of  the  dairy  animals  and 
other  resources  necessary  for  his  own 
farm  production  and  the  operation  of 
the  processing  and  packaging  business 
are  the  personal  enterprise  and  risk  of 
such  person. 

§  1036.11  [Reserved] 

§  1036.12  Producer. 

(a)  “Producer”  means  any  person,  ex¬ 
cept  a  producer-handler  as  defined  In 
any  order  (including  this  part)  Issued 
pursuant  to  the  Act.  who  produces  milk 
for  fluid  consumption  in  compliance  with 
the  inspection  requirements  of  a  duly 
constituted  health  authority,  which  milk 
is  received  at  a  pool  plant  or  diverted 
pursuant  to  §  1036.13  from  a  pool  plant 
to  a  nonpool  plant  or  another  pool  plant. 

(b)  “Producer”  shall  not  include  a 
person  with  respect  to  milk  that  is  physi¬ 
cally  received  at  a  pool  plant  as  diverted 
milk  from  an  other  order  plant  if  a  Class 
H  or  Class  III  classification  imder  this 
order  is  designated  for  such  milk  and  It 
is  subject  to  the  pricing  and  pooling  pro¬ 


visions  of  another  order  Issued  pursuant 
to  the  Act 

§  1036.13  Producer  milk. 

“Producer  milk”  means  the  skim  milk 
and  butterfat  contained  in  milk  of  a 
producer  which  is: 

(a)  With  respect  to  a  handler  defined 
in  §  1036.9(a) : 

(1)  Received  at  the  handler’s  pool 
plant  directly  from  the  producer,  exclud¬ 
ing  receipts  of  milk  diverted  from  anoth¬ 
er  pool  plant; 

(2)  Received  at  the  handler’s  pool 
plant  from  a  handler  defined  in  §  1036.9 

(c)  that  does  not  operate  a  pool  plant; 

(3)  Diverted  for  the  handler’s  account 
from  his  pool  plant  to  a  nonp>ool  plant 
that  is  not  a  producer-handler  plant, 
subject  to  the  conditions  set  forth  in 
paragraph  (e)  of  this  section;  or 

(4)  Diverted  for  the  handler’s  account 
from  his  iX)ol  plant  to  another  pool  plant, 
subject  to  the  conditions  set  forth  in 
paragraph  (f)  of  this  section: 

(b)  With  respect  to  a  handler  defined 
in  *  1036.9(b),  diverted  for  the  handler’s 
account  from  a  pool  plant  of  another 
handler  to  a  nonpool  plant  that  is  not 
a  producer-handler  plant,  subject  to  the 
conditions  set  forth  in  paragraph  (e)  of 
this  section; 

(c)  With  respect  to  a  handler  defined 
in  S  1036.9(c)  that  does  not  operate  a 
pool  plant,  received  by  the  handler  from 
the  producer’s  farm  in  excess  of  the  pro¬ 
ducer’s  milk  that  is  received  by  a  pool 
plant  operator  pursuant  to  paragraph 
(a)  (2)  of  this  section;  and 

(d)  With  respect  to  a  handler  defined 
in  §  1036.9(c)  that  also  operates  a  pool 
plant,  received  by  the  handler  from  the 
producer’s  farm. 

(e)  The  following  conditions  shall 
apply  to  milk  diverted  from  a  pool  plank 
to  a  nonpool  plant  that  is  not  a  pro¬ 
ducer-handler  plant: 

( 1 )  Such  milk  shall  be  deemed  to  have 
been  received  by  the  diverting  handler 
at  the  location  of  the  nonpool  plant  to 
which  diverted; 

(2)  To  the  extent  that  it  would  result 
in  nonpool  plant  status  for  the  pool  plant 
from  which  diverted,  milk  diverted  for 
the  accoimt  of  a  cooperative  association 
from  the  pool  plant  of  another  handler 
shall  not  be  deemed  to  have  been  received 
at  such  pool  plant  and  shall  not  be  pro¬ 
ducer  milk; 

(3)  In  any  month  of  August  through 
March,  the  quantity  of  milk  of  any  pro¬ 
ducer  Averted  to  nonpool  plants  that  ex¬ 
ceeds  that  physically  received  at  pool 
plants  shall  be  deemed  to  have  not  been 
received  by  the  diverting  handler  and 
shall  not  be  producer  milk; 

(4)  The  diverting  handler  shall  des¬ 
ignate  the  daii7  farmers’  deliveries  that 
are  not  producer  milk  pursuant  to  this 
parsigraph.  If  the  handler  fails  to  make 
such  designation,  no  milk  diverted  by 
him  to  a  nonpool  plant  shall  be  producer 
milk; 

(5)  In  determining  if  the  diversion 
limitations  specified  in  this  paragraph 
have  been  exceeded,  the  quantity  of  milk 
diverted  to  nonpool  plants  or  physically 
received  at  pool  plants  shall  be  consid¬ 


ered  in  terms  of  days  of  production  of 
the  producer;  and 

(6)  Milk  diverted  to  an  other  order 
plant  shall  be  producer  milk  only  if  a 
Class  II  or  Cfiass  m  classification  is  des¬ 
ignated  for  such  milk  pursuant  to  the 
provisions  of  another  order  issued  pursu¬ 
ant  to  the  Act  and  such  milk  is  not  sub¬ 
ject  to  the  pricing  and  pooling  provisions 
of  such  order. 

(f)  Milk  diverted  from  a  pool  plant  to 
another  pool  plant  shall  be  deemed  to 
have  been  received  by  the  diverting  han¬ 
dler  at  the  location  of  the  pool  plant 
to  which  diverted. 

§1036.14  Other  sourrc  milk. 

“Other  source  milk”  means  the  skim 
milk  and  butterfat  contained  in  or  rep¬ 
resented  by: 

(a)  Fluid  milk  products  and  bulk  fluid 
cream  products  from  any  source  except 
producer  milk,  fluid  milk  products  and 
bulk  fluid  cream  products  from  pool 
plants,  and  fluid  milk  products  and  bulk 
fluid  cream  products  in  inventory  at  the 
beginning  of  the  month; 

(b)  Receipts  of  packaged  fluid  cream 
products  from  other  plants; 

(c)  Products,  other  than  fluid  milk 
products,  bulk  fluid  cream  products  and 
Class  n  products  listed  in  S  1036.40(b) 

(3),  from  any  source  (including  those 
produced  at  the  plant)  which  are  re¬ 
processed,  converted  into,  or  combined 
with  another  product  in  the  plant  during 
the  month;  and 

(d)  Any  disappearance  of  nonfluid 
products  in  a  form  in  which  they  may 
be  converted  into  a  Class  I  product  and 
which  are  not  otherwise  accounted  for. 

§  1036.15  Fluid  milk  product. 

“Fluid  milk  product”  means  the  fol¬ 
lowing  products  or  mixtures  in  either 
fluid  or  frozen  form,  including  such 
products  or  mixtures  that  are  flavored, 
cultured,  modifled  (with  added  nonfat 
milk  solids),  concentrated,  or  recon¬ 
stituted:  Milk,  skim  milk,  lowfat  milk, 
milk  drinks,  buttermilk,  filled  milk,  milk 
shake  mixes  containing  less  than  12  per¬ 
cent  total  milk  solids,  and  mixtures  of 
cream  and  milk  or  skim  milk  containing 
less  than  10.5  percent  butterfat.  The 
term  “fluid  milk  product”  shall  not  in¬ 
clude  those  products  and  mixtures  listed 
in  S  1036.40(b)  (1)  and  (3).  and  (c)  (1). 

§  1036.16  Fluid  cream  product. 

“Fluid  cream  product”  means  cream 
(including  aerated  cream  and  sterilized 
cream)  or  a  mixture  of  cream  and  milk 
or  skim  milk  containing  10.5  percent  or 
more  butterfat. 

§  1036.17  FUIed  mUk. 

“Filled  milk”  means  any  combination 
of  nonmilk  fat  (or  oil)  vdth  skim  milk 
(whether  fresh,  cultured,  reconstituted, 
or  modifled  by  the  addition  of  nonfat 
milk  solids) .  with  or  without  milkfat,  so 
that  the  product  (including  stabilizers, 
emulsiflers,  or  flavoring)  resembles  milk 
or  any  other  fluid  milk  product,  and  con¬ 
tains  less  than  6  percent  ncmmilk  fat  (or 
oU). 
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§1036.18  Cooperative  association. 

“Cooperative  association”  means  any 
cooperative  marketing  association  of 
producers  which  the  Secretary  deter¬ 
mines  after  application  by  the  associa¬ 
tion: 

(a)  To  be  qualified  under  the  provisions 
of  the  Act  of  Congress  of  February  18, 
1922,  known  as  the  “Capper- Volstead 
Act”; 

(b)  To  have  full  authority  in  the  sale  of 
milk  of  its  members  and  to  be  engaged  in 
making  collective  sales  or  marketing  milk 
or  its  products  for  its  members;  and 

(c)  To  have  all  of  its  activities  under 
the  control  of  its  members. 

§  1036.19  Reload  point. 

“Reload  point”  means  a  location  at 
which  milk  moved  from  a  farm  in  a  tank 
truck  is  transferred  to  another  tank  truck 
and  commingled  with  other  milk  before 
entering  a  plant.  A  reload  operation  on 
the  premises  of  a  plant  shall  be  con¬ 
sidered  a  part  of  the  plant  operation. 

Handler  Reports 

§  1036.30  Reports  of  receipts  and 
utilization. 

On  or  before  the  8th  day  after  the  end 
of  each  month,  reports  of  receipts  and 
utilization  for  such  month  shall  be  made 
to  the  market  administrator,  in  the  de¬ 
tail  and  on  forms  prescribed  by  the  mar¬ 
ket  administrator,  as  follows: 

(at)  Each  handler  operating  a  pool 
plant  shall  report  for  each  of  his  pool 
plants : 

(1)  Receipts  of  skim  milk  and  butter- 
fat  contained  in  or  represented  by : 

(1)  Producer  milk,  showing  in  the  case 
of  milk  received  directly  from  each  pro¬ 
ducer  the  poimds  and  butterfat  test  and 
the  number  of  dasrs  of  production  in¬ 
volved  for  each  producer; 

(11)  Fluid  milk  products  and  fluid 
cream  products  from  other  pool  plants 
and  from  a  handler  defined  in 
1  1036.9(c)  that  also  operates  a  pool 
plant;  and 

(ill)  Other  source  milk; 

(2)  Inventories  at  the  beginning  and 
end  of  the  month  of  the  following 
products: 

(1)  Fluid  milk  products;  and 

(ii)  Fluid  cream  products,  showing 
separately  such  inventories  in  bulk  form 
and  in  packaged  form ; 

(3)  The  utilization  or  disposition  of 
all  skim  milk  and  butterfat  required  to 
be  reported  pursuant  to  this  paragraph, 
showing  separately: 

(i)  Total  route  disposition  and  route 
disposition  in  the  marketing  area,  show¬ 
ing  separately  such  disposition  of  filled 
milk  inside  and  outside  the  marketing 
area;  and 

(li)  Transfers  and  diversions  to  other 
plants;  and 

(4)  Such  other  Information  with  re¬ 
spect  to  the  receipts  and  utilization  of 
skim  milk  and  butterfat  as  the  market 
administrator  may  prescribe; 

(b)  Each  cooperative  association  shall 
report: 

(1)  The  quantities  of  skim  milk  and 
butterfat  contained  in  milk  from  pro¬ 
ducers  for  which  it  is  the  handler  pur¬ 
suant  to  S  1036.9  (b)  and  (c),  showing: 


(1)  The  quantity  of  milk  delivered  to 
each  plant;  and 

(ii)  For  each  producer  the  pounds 
and  butterfat  test  of  the  milk  and  the 
number  of  days  of  production  involved; 

(2)  The  utilization  of  all  skim  milk 
and  butterfat  required  to  be  reported 
pursuant  to  subparagraph  (1)  of  this 
paragraph,  except  that  contained  in  pro¬ 
ducer  milk  described  in  §  1036.13(a)(2) ; 
and 

(3)  Such  other  information  with  re¬ 
spect  to  its  receipts  and  utilization  of 
skim  milk  and  butterfat  as  the  market 
administrator  may  prescribe;  and 

(c)  Each  handler  operating  a  par¬ 
tially  regulated  distributing  plant  shall 
report  as  required  in  paragraph  (a)  of 
this  section  except  that  receipts  of  bot¬ 
tling  grade  milk  from  daily  farmers 
shall  be  reported  in  lieu  of  receipts  of 
producer  milk.  Such  report  shall  include 
a  separate  statement  showing  the 
amount  of  reconstituted  skim  milk  in 
route  disposition  in  the  marketing  area. 

§  1036.31  Payroll  reports. 

(a)  Each  handler  defined  in  S  1036.9 
(a),  (b),  and  (c)  shall  report  to  the 
market  administrator  on  or  before  the 
2Sth  day  after  the  end  of  the  month,  in 
the  detail  and  on  forms  prescribed  by 
the  market  administrator,  his  producer 
payroll  for  such  month  which  shall  show 
for  each  producer: 

(1)  His  identity; 

(2)  The  quantity  of  milk  received 
from  such  producer  and  the  number  of 
days,  if  less  than  the  entire  month,  on 
which  milk  was  received  from  such  pro¬ 
ducer; 

(3)  The  average  butterfat  content  of 
such  milk;  and 

(4)  The  net  amount  of  such  handler’s 
payment,  together  with  the  price  paid 
and  the  amount  and  nature  of  any 
deductions. 

(b)  Each  handler  operating  a  par¬ 
tially  regulated  distributing  plant  who 
does  not  elect  to  make  payments  pmsu- 
ant  to  8  1036.76(b)  shall  report  to  the 
market  administrator  on  or  before  the 
25th  day  after  the  end  of  the  month  the 
same  information  required  of  handlers 
pursuant  to  paragraph  (a)  of  this  sec¬ 
tion.  In  such  report,  payments  to  dairy 
farmers  delivering  milk  that  is  approved 
by  a  duly  constituted  health  authority 
for  fluid  consumption  shall  be  reported 
in  lieu  of  payments  to  producers. 

§  1036.32  Other  reports. 

(a)  Each  producer-handler  shall  re¬ 
port  to  the  market  administrator  at  such 
time  and  in  such  manner  as  the  market 
administrator  may  prescribe. 

(b)  E8u:h  handler  who  operates  an 
other  order  plant  shall  report  total  re¬ 
ceipts  and  utilization  or  disposition  of 
skim  milk  and  butterfat  at  the  plant  at 
such  time  and  in  such  manner  as  the 
market  administrator  may  require  and 
shall  allow  verification  of  such  reports 
by  the  market  administrator. 

Classification  or  Milk 
§  1036.40  Classes  of  utilization. 

Except  as  provided  in  8  1036.42,  all 
skim  milk  and  butterfat  required  to  be 


reported  by  a  handler  pursuant  to 
8  1036.30  shall  be  classified  as  follows: 

(a)  Class  /  milk.  Class  I  milk  shall  be 
all  skim  milk  and  butterfat: 

(1)  Disposed  of  in  the  form  of  a  fluid 
milk  product,  except  as  provided  in  para¬ 
graphs  (b)  and  (c)  of  this  section;  and 

(2)  Not  accoxmted  for  as  CHass  H  or 
Class  III  milk. 

(b)  Class  II  milk.  Except  as  provided 
in  paragraph  (c)  of  this  section.  Class  H 
milk  shall  be  all  skim  milk  and  butterfat: 

(1)  Disposed  of  in  the  form  of  a  fluid 
cream  pn^uct; 

(2)  In  inventory  at  the  end  of  the 
month  of  packaged  fiuid  cream  products; 

(3)  Used  to  produce  yogurt,  sour 
cream,  sour  cream  products  (e.g.,  dips), 
cottage  cheese,  and  cottage  cheese  curd; 
and 

(4)  Disposed  of  in  bulk  as  fiuid  milk 
products  or  fiuid  cream  products  to  any 
commercial  food  processing  establish¬ 
ment  (other  than  a  milk  or  filled  milk 
plant)  for  the  manufacture  of  packaged 
food  products  (other  than  milk  products 
and  filled  milk)  for  consumption  off  the 
premises. 

(c)  Class  III  milk.  Class  HI  milk  shall 
be: 

(1)  Skim  milk  and  butterfat  used  to 
produce  frozen  desserts  and  frozen  des¬ 
sert  mixes,  eggnog,  frozen  cream, 
butter,  cheese  (excluding  cottage  cheese 
and  cottage  cheese  crurd),  evapo¬ 
rated  and  condensed  milk  (plain  or 
sweetened),  nonfat  dry  milk,  diy  whole 
milk,  dry  whey,  condensed  or  dry  butter¬ 
milk,  any  product  containing  6  percent 
or  more  nonmilk  fat  (or  oU) ,  milk  shake 
mixes  containing  12  percent  or  more  total 
milk  solids,  and  sterilized  products  (ex¬ 
cept  fiuid  cream  products  and  those 
products  listed  in  paragraph  (b)(3)  of 
this  section)  in  hermetically  sealed  glass 
or  metal  containers; 

(2)  Skim  milk  and  butterfat  in  fiuid 
milk  products,  fiuid  cream  products  and 
products  listed  in  paragraph  (b)  (3)  of 
this  section  that  are  disposed  of  by  a 
handler  for  livestock  feed; 

(3)  Skim  milk  and  butterfat  in  fluid 
milk  products,  fiuid  cream  products  and 
products  listed  in  paragraph  (b)(3)  of 
this  section  that  are  dumped  by  a  han¬ 
dler  after  notification  to,  and  oppor¬ 
tunity  for  verification  by,  the  market 
administrator; 

(4)  Skim  milk  and  butterfat  in  inven¬ 
tory  of  fluid  milk  products  and  bulk 
fluid  cream  products  at  the  end  of  the 
month; 

(5)  Skim  milk  represented  by  the 
nonfat  milk  solids  added  to  a  fluid  milk 
product  which  is  in  excess  of  an  equiv¬ 
alent  volume  of  such  product  prior  to 
the  addition ; 

(6)  Skim  milk  and  butterfat,  respec¬ 
tively,  in  each  pool  plant's  shrinkage,  but 
not  in  excess  of : 

(i)  Two  percent  of  producer  milk 
physically  received  at  the  plant  (except 
that  received  from  a  handler  defined  in 
§  1036.9(c) ) ; 

(ii)  Plus  1.5  percent  of  milk  received 
from  a  handler  defined  in  8  1036.9(c) 
and  of  milk  diverted  to  such  plant  from 
another  pool  plant,  except  that  if  the 
plant  operator  receiving  such  milk  files 
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notice  with  the  market  administrator 
that  he  is  purchasing  such  milk  on  the 
basis  of  farm  weights,  the  applicable 
percentage  shall  be  2  percent; 

<iii)  Plus  0.5  percent  of  producer  milk 
diverted  from  such  plaint  by  the  plant 
operator  to  another  plant,  except  that 
if  the  operator  of  the  other  plant  pur¬ 
chases  such  milk  on  the  basis  of  farm 
weights,  no  percentage  shall  apply; 

i\i)  Plus  1.5  percent  of  bulk  fluid  milk 
products  received  by  transfer  from  other 
pool  plants; 

(V)  Plus  1.5  percent  of  bulk  fluid  milk 
products  received  from  other  order  plants 
exclusive  of  the  quantity  for  which  Class 
II  or  Class  in  classification  was  re¬ 
quested  by  the  operators  of  both  plants; 

(vi)  Plus  1.5  percent  of  bulk  fluid  milk 
products  received  from  unregulated  sup¬ 
ply  plants  exclusive  of  the  quantity  for 
whi(^  Class  II  or  Class  III  classification 
is  requested  by  the  handler;  and 

(vii)  Less  1.5  percent  of  the  quantity 
of  bulk  fluid  milk  products  transferred 
to  other  plants  that  does  not  exceed  such 
quantity  to  which  percentages  were  ap¬ 
plied  pursuant  to  subdivisions  (i),  (ii), 
<iv),  (V),  and  (vi)  of  this  subparagraph; 

(7)  Skim  milk  and  butterfat,  respec¬ 
tively,  in  shrinkage  of  other  source  milk 
assigned  pursuant  to  §  1036.41(b)  (2) ; 
and 

(8)  Skim  milk  and  butterfat,  respec¬ 
tively,  in  shrinkage  of  milk  from  pro¬ 
ducers  that  is  diverted  from  a  pool  plant 
to  a  nonpool  plant  by  a  cooperative  as¬ 
sociation  acting  as  a  handler  pursuant 
to  S  1036.9(b)  or  in  shrinkage  of  milk 
from  producers  for  which  a  cooperative 
association  is  the  handler  pursuant  to 
§  1036.9(c),  but  not  in  excess  of  0.5 
percent  of  the  receipts  of  milk  from 
producers,  exclusive  of  such  receipts  for 
which  farm  weights  are  used  as  the  basis 
of  receipt  at  the  plant  to  which  delivered. 

§  1036.41  Shrinkage. 

The  market  administrator  shall  allo¬ 
cate  shrinkage  over  each  pool  plant’s 
receipts  as  follows: 

(a)  Compute  the  total  shrinkage  of 
skim  milk  and  butterfat,  respectively,  for 
each  pool  plant;  and 

(b)  Prorate  the  resiflting  amounts  be¬ 
tween  the  receipts  of  skim  milk  and 
butterfat,  respectively,  in: 

( 1 )  The  net  quantity  of  producer 
milk  and  other  fluid  milk  products  speci¬ 
fied  in  §  1036.40(c)  (6) ;  and 

(2)  Other  source  milk  in  the  form  of 
bulk  fluid  milk  products  exclusive  of 
that  specified  in  §  1036.40(c)  (6) . 

§  1036.42  Oassilication  of  transfers  and 
diversions. 

Skim  milk  or  butterfat  in  the  form  of 
a  fluid  milk  product  or  a  bulk  fluid  cream 
product  shall  be  classified: 

(a)  At  the  utilization  indicated  by  the 
operators  of  both  plants,  otherwise  as 
Class  I  milk,  if  transferred  or  diverted 
from  a  pool  plant  to  the  pool  plant  of 
another  handler,  subject  to  the  following 
conditions: 

(1)  The  skim  milk  or  butterfat  so  as¬ 
signed  to  each  class  shall  be  limited  to 
the  amount  thereof  remaining  in  such 


class  in  the  transferee  plant  after  the 
computations  pursuant  to  9  1036.44(a) 
(13)  and  the  corresponding  step  of 
§  1036.44(b) ; 

(2)  If  the  transferor  plant  received 
during  the  month  other  source  milk  to  be 
allocated  pursuant  to  9  1036.44(a)  (7) 
and  the  correspcmding  step  of  9  1036.44 
(b),  the  skim  milk  and  butterfat  so 
transferred  or  diverted  shall  be  classi¬ 
fied  so  as  to  allocate  the  least  possible 
Class  I  utilization  to  such  other  source 
milk;  and 

(3)  If  the  transferor  plant  received 
during  the  month  other  source  milk  to 
be  allocated  pursuant  to  9  1036.44(a) 
(12)  or  (13)  and  the  corresponding  steps 
of  9  1036.44(b) .  the  skim  milk  and  butter¬ 
fat  so  transferred  or  diverted  up  to  the 
total  of  such  receipts  shall  not  be  classi¬ 
fied  as  Class  I  milk  to  a  greater  extent 
than  would  be  applicable  to  a  like  quan¬ 
tity  of  such  other  source  milk  received 
at  the  transferee  plant; 

(b)  As  Class  I  milk,  if  transferred  from 
a  pool  plant  to  a  producer-handler 
plant; 

(c)  As  Class  I  milk,  if  transferred  or 
diverted  in  bulk  to  a  nonpool  plant  that 
is  neither  an  other  order  plant  nor  a 
producer-handler  plant,  unless  the  re¬ 
quirements  of  subparagraph  (1)  and 
(2)  of  this  paragraph  are  met,  in  which 
case  the  skim  milk  and  butterfat  so 
transferred  or  diverted  shall  be  classified 
in  accordance  with  the  assignment  re¬ 
sulting  from  subparagraph  (3)  of  this 
paragraph: 

( 1 )  The  transferring  or  diverting  han¬ 
dler  claims  classification  as  Class  n  or 
Class  m  in  his  report  submitted  pursu¬ 
ant  to  9  1036.30; 

(2)  The  operator  of  such  non  pool 
plant  maintains  books  and  records  show¬ 
ing  the  utilization  of  all  skim  milk  and 
butterfat  received  at  such  plant  which 
are  made  available  if  requested  by  the 
market  administrator  for  the  purpose  of 
verification;  and 

(3)  The  skim  milk  and  butterfat  so 
transferred  or  diverted  shall  be  classified 
on  the  basis  of  the  following  assignment 
of  utilization  at  such  nonpool  plant  in 
excess  of  receipts  of  packaged  fluid  milk 
products  from  all  pool  plants  and  other 
order  plants: 

(i)  Any  route  disposition  in  the  mar¬ 
keting  area  shall  be  first  assigned  to  the 
skim  milk  and  butterfat  in  the  fluid 
milk  products  so  transferred  or  diverted 
from  pool  plants,  next  pro  rata  to  re¬ 
ceipts  from  other  order  plants,  and 
thereafter  to  receipts  from  dairy  farmers 
who  the  market  administrator  deter¬ 
mines  constitute  regular  sources  of  sup¬ 
ply  of  milk  (approved  by  a  duly  consti¬ 
tuted  health  authority  for  fluid  consump¬ 
tion)  for  such  nonpo^  plant; 

(ii)  Any  route  disposition  in  the  mar¬ 
keting  area  of  another  order  issued  pur¬ 
suant  to  the  Act  shall  be  first  assigned 
to  receipts  from  plants  fully  regulated 
by  such  order,  next  pro  rata  to  receipts 
from  pool  plants  and  other  order  plants 
not  regulated  by  such  order,  and  there¬ 
after  to  receipts  from  dairy  farmers  who 
the  market  administrator  determines 
constitute  regular  sources  of  supply  of 


milk  (approved  by  a  duly  constituted 
health  authority  for  fluid  consumption) 
for  such  nonp(X}l  plant; 

(iii)  Class  I  utilization  (exclusive  of 
that  resulting  from  transfers  of  fluid 
milk  products  to  pool  plants  and  other 
order  plants)  in  excess  of  that  assigned 
pursuant  to  subdivisions  (i)  and  (ii)  of 
this  subparagraph  shall  be  assigned  first 
to  remaining  receipts  from  dairy  farmers 
who  the  market  administrator  deter¬ 
mines  constitute  regular  sources  of  sup¬ 
ply  of  milk  (approved  by  a  duly  consti¬ 
tuted  health  authority  for  fluid  consump¬ 
tion)  for  such  nonpool  plant  and  any 
remaining  Class  I  utilization  (including 
that  resulting  from  transfers  of  fluid 
milk  products  to  pool  plants  and  other 
order  plants)  shall  be  assigned  pro  rata 
to  unassigned  receipts  at  such  nonpool 
plant  from  all  pool  plants  and  other  order 
plants;  and 

(iv)  To  the  extent  that  Class  I  utili¬ 
zation  is  not  so  assigned  to  It,  the  skim 
milk  and  butterfat  so  transferred  or 
diverted  shall  be  classified  as  Class  in 
milk  to  the  extent  Cflass  m  utilization 
is  available  and  the  remainder  as  Class  II 
milk;  and 

(d)  As  follows,  if  transferred  to  an¬ 
other  order  plant  in  excess  of  receipts 
from  such  plant  in  the  same  category 
as  described  in  subparagraph  (1),  (2),  or 
(3)  of  this  paragraph: 

(1)  If  transferred  in  packaged  form, 
classification  shall  be  in  the  classes  to 
which  allocated  as  a  fluid  milk  product 
under  the  other  order; 

(2)  If  transferred  in  bulk  form,  classi¬ 
fication  shall  be  in  the  classes  to  which 
allocated  under  the  other  order  (includ¬ 
ing  allocation  imder  the  conditions 
set  forth  in  subparagraph  (3)  of  this 
paragraph) ; 

(3)  If  the  operators  of  both  the  trans¬ 
feror  and  transferee  plants  so  request  in 
the  reports  of  receipts  and  utilization 
filed  with  their  respective  market  admin¬ 
istrators,  movements  in  bulk  form  shall 
be  classified  as  Class  m  milk  to  the  ex¬ 
tent  of  the  Class  ni  utilization  (or  com¬ 
parable  utilization  imder  such  other 
order)  available  for  such  assignment 
pursuant  to  the  allocation  provisions  of 
the  transferee  order; 

(4)  If  Information  concerning  the 
classification  to  which  allocated  imder 
the  other  order  is  not  available  to  the 
market  administrator  for  purposes  of 
establishing  classification  pursuant  to 
this  paragraph,  classification  shall  be  as 
Class  I,  subject  to  adjustment  when  such 
information  is  available; 

(5)  For  purposes  of  this  paragraph,  if 
the  transferee  order  provides  for  only 
two  classes  of  utilization,  skim  milk  and 
butterfat  allocated  to  a  class  consisting 
primarily  of  fluid  milk  products  shall  be 
classified  as  Class  I  milk,  and  skim  milk 
and  butterfat  allocated  to  the  other 
class  shall  be  classified  as  Class  m  milk; 
and 

(6)  If  the  form  in  which  any  fluid  milk 
product  is  transferred  to  an  other  order 
plant  is  not  defined  as  a  fluid  milk  prod¬ 
uct  under  such  other  order,  classiflcati(m 
shall  be  in  accordance  with  the  jn'oyisioiic 
of  9  1036.40. 
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§  1036.43  Gonrral  cIaf>sification  rules. 

For  each  month,  the  market  adminis¬ 
trator  shall  correct  for  mathematical  and 
other  obvious  errors  all  reports  submitted 
pursuant  to  §  1036.30  and  shall  compute 
for  each  handler  the  total  pounds  of  skim 
milk  and  butterfat  in  each  class:  Pro¬ 
vided.  That  the  skim  milk  contained  in 
any  product  utilized,  produced  or  dis¬ 
posed  of  by  the  handler  during  the  month 
shall  be  considered  to  be  an  amount 
equivalent  to  the  nonfat  milk  solids  con¬ 
tained  in  such  product  plus  all  the  water 
originally  associated  with  such  solids. 

§  10.36.44  Clussifiralion  of  produivr 
milk. 

After  making  the  computations  pur¬ 
suant  to  S  1036.43,  the  market  adminis¬ 
trator  shall  determine  the  classification 
of  producer  milk  for  each  handler  as  fol¬ 
lows:  Provided.  That  the  classification 
of  producer  milk  for  which  a  cooperative 
association  is  the  handler  pursuant  to 
S  1036.9  (b)  or  (c)  shall  be  determined 
separately  from  the  operations  of  any 
pool  plant  operated  by  such  cooperative 
association: 

(а)  Skim  milk  shall  be  allocated  in  the 
following  manner: 

(1)  Subtract  from  the  total  poimds  of 
skim  milk  in  Class  III  the  pounds  of  skim 
milk  classified  as  Class  III  milk  pursuant 
to  S  1036.40(c)  (6) ; 

(2)  Subtract  from  the  total  pounds  of 
skim  milk  in  Class  I  the  pounds  of  skim 
milk  in  receipts  of  packaged  fluid  milk 
products  from  an  imregulated  supply 
plant  to  the  extent  that  an  equivalent 
amount  of  skim  milk  disposed  of  to  such 
plant  by  handlers  fully  regulated  under 
this  or  any  other  order  issued  pursuant 
to  the  Act  is  classified  and  priced  as 
Class  I  milk  and  is  not  used  as  an  offset 
on  any  other  payment  obligation  under 
this  or  any  other  order; 

(3)  Subtract  from  the  remaining 
pounds  of  skim  miik  in  each  class  the 
pounds  of  skim  milk  in  fluid  milk  prod¬ 
ucts  received  in  packaged  form  from 
other  order  plants,  except  that  to  be  sub¬ 
tracted  pmsuant  to  subparagraph  (7) 
(V)  of  this  paragraph,  as  follows: 

(i)  From  Class  ni  milk,  the  lesser  of 
the  pounds  remaining  or  the  quantity 
associated  with  such  receipts  and  classi¬ 
fied  as  Class  ni  milk  pursuant  to 
§  1034.40(c)  (5)  plus  2  percent  of  the  re¬ 
mainder  of  such  receipts;  and 

(ii)  From  Class  I  milk,  the  remainder 
of  such  receipts; 

(4)  Subtract  from  the  poimds  of  skim 
milk  in  (Tlass  II  the  pounds  of  skim  milk 
in  packaged  fluid  cream  products  re¬ 
ceived  from  other  plants,  but  not  in  ex¬ 
cess  of  the  pounds  of  skim  milk  remain¬ 
ing  in  Class  II; 

(5)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  Class  n  the 
pounds  of  skim  milk  in  packaged  fluid 
cream  products  that  are  in  inventory  at 
the  be^nning  of  the  month,  but  not  in 
excess  of  the  pounds  of  skim  milk  re¬ 
maining  in  Class  n; 

(б)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  Class  n  the 
pounds  of  skim  milk  in  other  source 
milk  (except  that  received  in  the  form 
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of  a  fluid  milk  product  or  a  fluid  cream 
product)  that  is  added  to,  or  used  to 
produce,  any  product  specified  in 
S  1036.40(b).  but  not  in  excess  of  the 
pounds  of  skim  milk  remaming  in  Class 
II; 

(7)  Subtract  in  the  order  specified  be¬ 
low  from  the  pounds  of  skim  milk  re¬ 
maining  m  each  class,  in  series  begin¬ 
ning  with  Clash  III,  the  pounds  of  skim 
milk  in  each  of  the  following: 

(i)  Other  source  milk  (except  that  re¬ 
ceived  in  the  form  of  a  fluid  milk  prod¬ 
uct  or  a  fluid  cream  product)  that  was 
not  subtracted  pmsuant  to  subpara¬ 
graphs  (4)  and  (6)  of  this  paragraph; 

(ii)  Receipts  of  fluid  milk  products 
(except  filled  milk)  and  bulk  fluid  cream 
products  for  which  appropriate  health 
approval  is  not  established  and  receipts 
of  fluid  milk  products  and  bulk  fluid 
cream  products,  from  imidentified 
sources; 

(iii)  Receipts  of  fluid  milk  products 
and  bulk  fluid  cream  products  from  a 
producer-handler,  as  defined  under  this 
or  any  other  Federal  order; 

(iv)  Receipts  of  reconstituted  skim 
milk  in  filled  milk  from  unregulated  sup¬ 
ply  plants  that  were  not  subtracted  pur¬ 
suant  to  subparagraph  (2)  of  this  para¬ 
graph;  and 

(V)  Receipts  of  reconstituted  skim 
milk  in  filled  milk  from  other  order 
plants  which  are  regulated  under  an  or¬ 
der  providing  for  individual-handler 
pooling,  to  the  extent  that  reconstituted 
skim  milk  is  allocated  to  Class  I  at  the 
transferor  plant; 

(8)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  in  series 
beginning  with  Class  ni,  the  pounds  of 
skim  milk  in  bulk  fluid  cream  products 
received  from  nonpool  plants  that  were 
not  subtracted  pursuant  to  subparagraph 
(7)(iii>  of  this  paragraph  and  in 
packaged  fluid  cream  products  in  in¬ 
ventory  at  the  beginning  of  the  month 
that  were  not  subtracted  pursuant  to 
subparagraph  (5)  of  this  paragraph; 

(9)  Subtract,  in  the  order  specified  be¬ 
low,  from  the  pounds  of  skim  milk  re¬ 
maining  in  Class  n  and  Class  III  (be¬ 
ginning  with  Class  ni),  but  not  in  ex¬ 
cess  of  such  quantities; 

(1)  Receipts  of  fluid  mUk  products 
from  an  imregulated  supply  plant  that 
were  not  subtracted  pursuant  to  sub- 
paragraph  (2)  and  (7)  (iv)  of  this 
paragraph: 

(a)  For  which  the  handler  requests 
Class  III  classification;  or 

(b)  Which  are  in  excess  of  the  pounds 
of  skim  milk  determined  by  multiplying 
the  pounds  of  skim  milk  remaining  in 
Class  I  milk  by  1.25  and  subtracting  the 
sum  of  the  pounds  of  skim  milk  in  pro¬ 
ducer  milk,  receipts  from  other  pool 
handlers,  and  receipts  in  bulk  from  other 
order  plants  that  were  not  subtracted 
pursuant  to  subparagraph  (7)  (v)  of  this 
paragraph;  and 

(ii)  Receipts  of  fluid  milk  products  in 
bulk  from  an  other  order  plant  that  were 
not  subtracted  pursuant  to  subpara¬ 
graph  (7)  (V)  of  this  paragraph,  in  ex¬ 
cess  of  similar  transfers  to  such  plant,  if 
Class  in  classification  was  requested  by 
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the  operator  of  such  plant  and  the 
handler; 

( 10)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  in  series 
beginning  with  Class  III,  the  pounds  of 
skim  milk  in  inventory  of  fluid  milk 
products  and  bulk  fluid  cream  products; 

(11)  Add  to  the  remaining  pounds  of 
skim  milk  in  CHass  III  the  pounds  sub¬ 
tracted  pursuant  to  subparagraph  ( 1 )  of 
this  paragraph; 

( 12)  Subtract  from  the  pounds  of  skim 

milk  remaining  in  each  class,  pro  rata  to 
such  quantities,  the  pounds  of  skim  milk 
in  receipts  of  fluid  milk  products  from 
unregulated  supply  plants  that  were  not 
subtracted  pursuant  to  subparagrraphs 
(2),  (7)(iv),  and  (9)  (i)  of  tois 

paragraph; 

(13)  Subtract  from  the  pounds  of 
skim  milk  remaining  in  each  class,  in  the 
following  order,  the  pounds  of  skim  milk 
in  receipts  of  fluid  milk  products  in  bulk 
from  an  other  order  plant  that  are  in 
excess  of  similar  transfers  to  the  same 
plant  and  that  were  not  subtracted  pur¬ 
suant  to  subparagraphs  (7)  (v)  and  (9) 
(ii)  of  this  paragraph: 

(i)  In  series  begiiming  with  Class  in, 
the  pounds  determined  by  multiplying 
the  pounds  of  such  receipts  by  the  larger 
of  the  percentage  of  estimated  Class  II 
and  Class  III  utilization  of  skim  milk 
announced  for  the  month  by  the  market 
administrator  pursuant  to  S  1036.45(a) 
or  the  percentage  that  Class  II  and  CTlass 
in  utilization  remaining  Is  of  the  total 
remaining  utilization  of  skim  milk  of 
the  handler;  and 

(ii)  From  Class  I,  the  remaining 
pounds  of  such  receipts; 

( 14)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class  the  i>ounds 
of  skim  milk  in  fluid  milk  products  and 
bulk  fluid  cream  products  received  from 
pool  plants  of  other  handlers  according 
to  the  classification  of  such  products  pur¬ 
suant  to  §  1036.42(a) ; 

( 15 )  Subtract  from  the  ix)unds  of  skim 
milk  remaining  in  each  class,  pro  rata  to 
such  quantities,  the  poimds  of  skim 
milk  in  receipts  of  milk  from  a  handler 
defined  in  §  1036.9(c)  that  also  operates 
a  pool  plant; 

(16)  If  the  pounds  of  skim  milk  re¬ 
maining  exceed  the  pounds  of  skim  milk 
in  producer  milk,  subtract  such  excess 
from  the  pounds  of  skim  milk  remaining 
in  each  class  in  series  beginning  with 
(Tlass  III.  Any  amount  so  subtracted 
shall  be  known  as  “overage”; 

(b)  Butterfat  shall  be  allocated  in  ac¬ 
cordance  with  the  procedure  outlined  for 
skim  milk  in  paragraph  (a)  of  this  sec¬ 
tion;  and 

(c)  The  quantity  of  producer  milk  in 
each  class  shall  be  the  combined  piounds 
of  skim  milk  and  butterfat  remaining  in 
each  class  after  Uie  computations  pursu¬ 
ant  to  §  1036.44(a)  (16)  and  the  corre¬ 
sponding  step  of  S  1036.44(b). 

Class  Prices 

§  1036.45  Market  administrator's  re¬ 
ports  and  announcements  concerning 
classification. 

The  market  administrator  shall  make 
the  following  reports  and  announce¬ 
ments  concerning  classification: 
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^a)  Whenever  required  for  the  purpose 
of  allocating  receipts  from  other  order 
plants  pursuant  to  §  1036.44(a)  (13)  and 
the  corresponding  step  of  §  1036.44(b), 
e.stimate  and  publicly  announce  the 
utilization  (to  the  nearest  whole  per¬ 
centage)  in  each  class  during  the  month 
of  skim  milk  and  butterfat,  respectively, 
in  producer  milk  of  all  handlers.  Such 
estimate  shall  be  based  upon  the  most 
current  available  data  and  shall  be  final 
for  such  purpose. 

(b)  Report  to  the  market  administra¬ 
tor  of  the  other  order,  as  soon  as  possible 
after  the  report  of  receipts  and  utiliza¬ 
tion  for  the  month  is  received  from  a 
handler  who  has  received  fluid  milk 
products  or  bulk  fluid  cream  products 
from  an  other  order  plant,  the  classifica¬ 
tion  to  which  such  receipte  are  allocated 
pursuant  to  §  1036.44  pursuant  to  such 
report,  and  thereafter  any  change  in 
such  ^location  required  to  correct  er¬ 
rors  disclosed  in  the  verification  of  such 
report. 

(c)  Furnish  to  each  handler  operat¬ 
ing  a  pool  plant  who  has  shipped  fluid 
milk  products  and  bulk  fluid  cream  prod¬ 
ucts  to  an  other  order  plant  the  classifi¬ 
cation  to  which  the  skim  milk  and  but¬ 
terfat  in  such  fluid  milk  products  and 
bulk  fluid  cream  products  were  allocated 
by  the  market  administrator  of  the  other 
order  on  the  basis  of  the  report  of  the 
receiving  handler;  and,  as  necessary, 
any  changes  in  such  classification  aris¬ 
ing  in  the  verification  of  such  report. 

(d)  On  or  before  the  20th  day  of  each 
month,  report  to  each  cooperative  associ¬ 
ation  that  so  requests  the  class  utilization 
of  milk  received  during  the  preceding 
month  by  each  handler  from  producers 
who  are  members  of  such  association, 
prorating  to  such  receipts  the  class 
utilization  of  all  producer  receipts  of 
such  handler. 

§  1036.i>0  Qa»is  prices. 

Subject  to  the  provisions  of  §  1036.52, 
the  class  prices  per  hundredweight  for 
milk  containing  3.5  percent  butterfat 
shall  be  as  follows: 

(a)  Class  I  price.  The  Class  I  price 
shall  be  the  basic  formula  price  for  the 
second  preceding  month  plus  $1.85. 

(b)  Class  II  price.  The  Class  II  price 
shall  be  the  basic  formula  price  for  the 
mtmth  plus  10  cents. 

(c)  Class  III  price.  The  Class  in  price 
shall  be  the  basic  formula  price  for  the 
month,  but  not  to  exceed  an  amount 
computed  as  follows: 

(1)  Multiply  by  4.2  the  simple  averse 
of  the  wholesale  prices  (using  the  mid¬ 
point  of  any  price  range  as  one  price)  of 
Grade  A  (92  score)  bulk  butter  per 
poxmd  at  Chicago,  as  reported  by  the 
Department  for  the  mc«ith; 

(2)  Multiply  by  8.2  the  weighted  aver¬ 
age  of  carlot  prices  per  pound  of  nonfat 
dry  milk  solids,  spray  proces,  for  hu¬ 
man  consumption,  f.o.b,  manufacturing 
plants  in  the  Chicago  area,  as  published 
for  the  period  from  the  26th  day  of  the 
preceding  month  throiigh  the  25th  day  of 
the  current  month  by  the  Department; 
and 

(3)  From  the  stun  of  the  results  ar¬ 
rived  at  tmder  subparagraphs  (1)  and 


(2)  of  this  paragraph  subtract  48  cents, 
and  round  to  the  nearest  cent. 

§  1036.51  Ba^ic  formula  priro. 

The  “basic  formula  price”  shall  be  the 
average  price  per  hundredweight  for 
manufacturing  grade  milk,  f.o.b.  plants 
in  Minnesota  and  Wisconsin,  as  reported 
by  the  Department  for  the  month,  ad¬ 
justed  to  a  3.5  percent  butterfat  basis 
and  roimded  to  the  nearest  cent.  For 
such  adjustment,  the  butterfat  differen¬ 
tial  (roimded  to  the  nearest  one-tenth 
cent)  p)er  one-tenth  percent  butterfat 
shall  be  0.12  times  the  simple  average  of 
the  wholesale  selling  prices  (using  the 
mi(h>oint  of  any  price  range  as  one  price) 
of  Grade  A  (92  score)  bulk  butter  per 
poimd  at  Chicago,  as  reported  by  the 
Department  for  the  month.  For  the  pur¬ 
pose  of  computing  the  Class  I  price,  the 
resulting  price  shall  be  not  less  than 
$4.33. 

§  1036.52  Plant  localicm  adju^Inients 
for  handlers. 

(a)  At  a  plant  in  the  marketing  area 
and  outside  Zone  1.  the  Class  I  price  for 
producer  milk  shall  be  adjusted  as  fol¬ 
lows: 

(1)  At  a  plant  in  Zone  2,  the  Class  I 
price  shall  be  increased  5  cents; 

(2)  At  a  plant  in  Zone  3,  the  Class  I 
price  shall  be  increased  8  cents;  and 

(3)  At  a  plant  in  Zone  4,  the  Class  I 
price  shall  be  increased  10  cents. 

(b)  At  a  plant  outside  the  marketing 
area,  the  Class  I  price  shall  be  that 
applicable  pursuant  to  paragraph  (a) 
of  this  section  at  the  location  of  the 
nearest  of  the  cities  here  listed  (Canton 
and  Cleveland,  Ohio;  Erie,  Pittsburgh, 
and  Uniontown,  Pa.;  and  Clarksburg, 
W.  Va.  to  such  plant.  Such  Class  I  price 
shaU  be  further  adjusted  by  a  reduction 
of  1.5  cents  for  each  10  miles  or  frac¬ 
tion  thereof  that  such  plant  is  from  the 
city  hall  of  the  nearest  of  the  above 
named  cities.  Distances  applied  pursuant 
to  this  paragraph  shall  be  the  shortest 
hard-surfaced  highway  distances  as 
determined  by  the  market  administrator. 

(c)  The  Class  I  price  applicable  to 
other  source  milk  shall  be  adjusted  at 
the  rates  set  forth  in  paragraphs  (a)  and 
(b)  of  this  section,  except  that  the  ad¬ 
justed  Class  I  price  shall  not  be  less  than 
the  Class  m  price. 

(d)  For  the  purpose  of  computing 
location  adjustments  pursuant  to 
paragraph  (b)  of  this  section,  fluid 
milk  products  physically  received  at  a 
pool  plant  from  other  pool  plants 
shall  be  assigned  any  remainder  of 
Class  I  milk  at  such  plant  that  is  in 
excess  of  92.5  percent  of  the  sum  of 
producer  milk  receipts  at  the  plant  and 
that  assigned  as  Class  I  to  receipts 
from  other  order  plants  and  unregu¬ 
lated  supply  plants.  Such  assignment 
shall  be  made  in  sequence  beginning 
with  receipts  from  the  plant  (s)  at 
which  the  highest  Class  I  price  is 
applicable. 

§  1036.53  Announremrnt  of  cla8«  prices. 

The  market  administrator  shall  an¬ 
nounce  publicly  on  or  before  the  fifth 
day  of  each  month  the  Class  I  price  for 


the  following  month  and  the  Class  n  and 
Class  in  prices  for  the  preceding  month. 

§  1036.54  Equivalent  price. 

If  for  any  reason  a  price  or  pricing 
constituent  required  by  this  part  for 
computing  class  prices  or  for  other 
purposes  is  not  available  as  prescribed 
in  this  part,  the  market  administrator 
shall  use  a  price  or  pricing  constituent 
determined  by  the  Secretary  to  be 
equivalent  to  the  price  or  pricing  con¬ 
stituent  that  is  required. 

Uniform  Price 

§  10.36.60  Handler’s  value  of  milk  for 
computing  uniform  price. 

The  net  pool  obligation  of  each  han¬ 
dler  defined  in  S  1036.9  (a),  (b),  and  (c) 
for  each  month  shall  be  a  sum  of  money 
computed  by  the  market  administrator 
as  follows: 

(a)  Multiply  the  quantity  of  producer 
milk  in  each  class  as  computed  pursuant 
to  §  1036.44(c)  by  the  applicable  class 
price,  adjusted  pursuant  to  5  1036.52; 

(b)  Add  the  amoimts  obtained  from 
multiplying  the  overage  deducted  from 
each  class  pursuant  to  S  1036.44(a)  (16) 
and  the  corresponding  step  ot  §  1036.44 
(b)  by  the  applicable  class  price  ad¬ 
justed  pursuant  to  S§  1036.52  and 
1036.74; 

(c)  Add  the  amoimt  obtained  from 
multiplying  the  difference  between  the 
C3ass  III  price  for  the  preceding  month 
and  the  Class  I  or  Class  n  price  for  the 
current  mraith,  as  the  case  may  be,  by 
the  himdredweight  of  skim  milk  and 
butterfat  subtracted  from  Class  I  and 
Cflass  n  pursuant  to  §  1036.44(a)  (10) 
and  the  corresponding  step  of  §  1036.44 
(b) ; 

(d)  Add  the  amount  obtained  from 
multiplying  the  difference  between  the 
Class  I  price  at  the  pool  plant  and  the 
Class  III  price,  both  for  the  current 
month,  by  the  hundredweight  of  skim 
milk  and  butterfat  subtracted  from 
Class  I  pursuant  to  S  1036.44(a)  (7)  and 
(8)  and  the  corresponding  steps  of 
S  1036.44(b),  except  that  for  receipts  of 
fluid  milk  products  assigned  to  Class  I 
pursuant  to  §  1036.44(a)  (7)  (iv)  and 
(V)  and  the  corresponding  steps  of 
§  1036.44(b)  the  Class  I  price  shall  be 
adjusted  to  the  location  of  the  transferor 
plant;  and 

(e)  Add  the  amount  obtained  from 
multiplying  the  Class  I  price  adjusted 
for  the  locati(xi  of  the  nearest  nonpool 
plants  from  which  an  equivalent  volume 
was  received  by  the  hundredweight  of 
skim  milk  and  butterfat  subtracted  from 
Class  I  pursuant  to  §  1036.44(a)  (12)  and 
the  corresponding  step  of  §  1036.44(b), 
excluding  such  skim  milk  or  butterfat 
in  bulk  receipts  of  fluid  milk  products 
from  an  unregulated  supply  plant  to  the 
extent  that  an  equivalent  amoimt  of 
skim  milk  or  butterfat  disposed  of  to 
such  plant  by  handlers  fully  regulated 
under  this  or  any  other  order  issued  pur¬ 
suant  to  the  Act  is  classified  and  priced 
as  Class  I  milk  and  is  not  used  as  an  off¬ 
set  on  any  other  payment  obligatioa 
under  this  or  any  other  order. 
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§  1036.61  Compulation  of  uniform 
price. 

For  each  month,  the  market  adminis¬ 
trator  shall  compute  a  uniform  price  per 
hundredweight  of  milk  of  3.5  percent 
butterfat  content  as  follows: 

(a)  Combine  into  one  total  the  values 
computed  pursuant  to  S  1036.60  for  all 
handlers  who  filed  the  reports  pursuant 
to  §  1036.30  for  the  month,  except  those 
in  default  of  payments  required  pursuant 
to  §  1036.71  for  the  preceding  month; 

(b)  Add  an  amount  equal  to  the  total 
value  of  the  minus  location  adjustments 
applicable  pursuant  to  S  1036.75; 

(c)  Subtract  an  amount  equal  to  the 
total  value  of  the  plus  location  adjust¬ 
ments  applicable  pursuant  to  §  1036.75; 

(d)  Add  an  amount  equal  to  one-half 
the  unobligated  balance  in  the  producer 
settlement  fund ; 

(e)  EMvide  the  resulting  amount  by 
the  sum  of  the  following  for  all  handlers 
included  in  these  computations; 

(1)  The  total  himdredweight  of  pro¬ 
ducer  milk;  and 

(2)  The  total  hundredweight  for 
which  a  value  is  computed  pursuant  to 
§  1036.60(e); 

(f)  Subtract  not  less  than  4  cents  nor 
more  than  5  cents  per  hundredweight. 
The  result  shall  be  the  “weighted  aver¬ 
age  price,”  and,  except  for  the  mcmths 
sp>ecified  below,  shall  be  the  “uniform 
price”  for  milk  received  from  producers; 

(g)  For  the  months  specified  in  para¬ 
graphs  (h)  and  (i)  of  this  section,  sub¬ 
tract  from  the  amount  resulting  from 
the  computations  pursuant  to  para¬ 
graphs  (a)  through  (d)  of  this  section 
an  amoimt  computed  by  multiplying  the 
hundredweight  of  milk  specked  in 
paragraph  (e)  (2)  of  this  section  by  the 
weighted  average  price; 

(h)  Subtract  for  each  of  the  months 
of  April,  May,  June,  and  July  the  amount 
obtained  by  multiplying  the  hundred¬ 
weight  of  producer  milk  specified  in 
paragraph  (e)  (1)  of  this  section  by  a 
rate  that  is  equal  to  6  percent  of  the 
average  basic  formula  price  (computed 
to  the  nearest  cent)  for  the  preceding 
calendar  year  but  not  to  exceed  25  cents; 

(i)  Add  for  each  of  the  months  of 
September,  October,  and  November  one- 
fourth  of  the  total  amoimt  subtracted 
pursuant  to  paragraph  (h)  of  this  sec¬ 
tion  for  the  preceding  period  of  April 
through  July,  and  add  for  the  month  of 
December  the  remainder  of  such  total 
amount  plus  any  interest  earned  on  such 
total  amoimt; 

(j)  Divide  the  amoimt  resulting  from 
the  computations  pursuant  to  para¬ 
graphs  (g),  (h),  and  (i)  of  this  section 
by  the  hundredweight  of  producer  milk 
specified  in  paragraph  (e)(1)  of  this 
section;  and 

(k)  Subtract  not  less  than  4  cents  nor 
more  than  5  cents  per  hundredweight. 
The  result  shall  be  the  “uniform  price” 
for  milk  received  from  producers. 

§  1036.62  Announcement  of  uniform 
price  and  butterfat  differential. 

Hie  market  administrator  shall  an¬ 
nounce  on  or  before: 
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(a)  The  fifth  day  of  each  month,  the 
butterfat  differential  for  the  preceding 
month;  and 

(b)  The  14th  day  of  each  month,  the 
uniform  price  for  the  preceding  month. 

PAYBfENTS  FOR  MlUC 
§  1036.70  Producer-settlement  fund. 

(a)  The  market  administrator  shall 
maintain  a  sepiarate  fund  known  as  the 
“producer-settlement  fund”  into  which 
he  shall  deposit  all  payments  pursuant 
to  §§  1036.71  and  1036.76  and  out  of 
which  he  shall  make  all  payments  pur¬ 
suant  to  §  1036.72:  Provided,  That  the 
market  administrator  shall  offset  the 
payments  due  to  a  handler  against  pay¬ 
ments  due  from  such  handler. 

(b)  All  amounts  subtracted  pursuant 
to  §  1036.61(h)  shall  be  deposited  in  the 
producer-settlement  fund  and  set  aside 
as  an  obligated  balance  until  with¬ 
drawn  for  the  purpose  of  effectuating 
5  1036.61(i). 

§  1036.71  Payments  l<>  the  producer- 
selllcnient  fund. 

(a)  On  or  before  the  16th  day  after 
the  end  of  the  month,  each  handler  shall 
pay  to  the  market  administrator  the 
amount,  if  any,  by  which  the  amount 
specified  in  subparagraph  (1)  of  this 
l>aragraph  exceeds  the  amount  specified 
in  subparagraph  (2)  of  this  paragraph: 

(1)  The  net  pool  obligation  pursuant 
to  §  1036.60  for  such  handler:  and 

(2)  The  sum  of; 

(i)  The  value  at  the  uniform  price, 
as  adjusted  pursuant  to  S  1036.75,  of  such 
handler’s  receipts  of  producer  milk;  and 

(il)  The  value  at  the  weighted  aver¬ 
age  price  applicable  at  the  location  of 
the  plants  from  which  received  of  other 
source  milk  for  which  a  value  is  com¬ 
puted  pursuant  to  §  1036.60(e) . 

(b)  On  or  before  the  25th  day  after 
the  end  of  the  month  each  person  who 
operated  an  other  order  plant  that  was 
regulated  during  such  month  under  an 
order  providing  for  individual-handler 
pooling  shall  pay  to  the  market  admin¬ 
istrator  an  amount  computed  as  follows: 

(1)  Determine  the  quantity  of  recon¬ 
stituted  skim  milk  in  filled  milk  in  route 
disposition  from  such  plant  in  the  mar¬ 
keting  area  which  was  allocated  to  CTlass 
I  at  such  plant.  If  there  is  such  route 
disposition  from  such  plant  in  marketing 
areas  regulated  by  two  or  more  market- 
wide  pool  orders,  the  reconstituted  skim 
milk  allocated  to  Class  I  shall  be  pro¬ 
rated  to  each  order  according  to  such 
route  disposition  in  each  marketing  area; 
and 

(2)  Compute  the  value  of  the  recon¬ 
stituted  skim  milk  assigned  in  subpara¬ 
graph  (1)  of  this  paragraph  to  route  dis¬ 
position  in  this  marketing  area  by  multi¬ 
plying  the  quantity  of  such  skim  milk 
by  the  difference  between  the  Class  I 
price  under  this  part  that  is  apphea- 
ble  at  the  location  of  the  other  order 
plant  (but  not  to  be  less  than  the  Class 
m  price)  and  the  Class  m  price. 

§  1036.72  Payments  from  the  producer- 
settlement  fund. 

On  or  before  the  17th  day  after  the 
end  of  each  month,  the  market  adminis- 
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trator  shall  pay  to  each  handler  the 
amount,  if  any,  by  which  the  amount 
compute  pursuant  to  §  1036.71(a)  (2) 
exceeds  the  amount  computed  pursuant 
to  S  1036.71(a)  (1).  If,  at  such  time,  the 
balance  in  the  producer-settlement  fund 
is  insufficient  to  make  all  payments  pur¬ 
suant  to  this  section,  the  maiicet  admin¬ 
istrator  shall  reduce  uniformly  such  i>ay- 
ments  and  shall  complete  such  payments 
as  soon  as  the  funds  are  available. 

§  1036.73  Payments  to  producers  and  to 
cooperative  associations. 

(a)  Except  as  provided  in  paragraph 
(b)  of  this  section,  each  handler  shall 
make  payment  for  producer  milk  as 
follows: 

(1)  On  or  before  the  last  day  of  the 
month,  to  each  producer  who  has  not 
discontinued  delivery  of  milk  to  such 
handler,  not  less  than  the  amoimt  deter¬ 
mined  by  multiplying  the  pounds  of  pro¬ 
ducer  milk  received  from  such  producer 
during  the  first  15  days  of  the  month 
by  the  Class  III  price  for  the  preceding 
month,  without  adjustment  for  butter¬ 
fat  content,  less  proper  deductions  au¬ 
thorized  by  the  producer;  and 

(2)  On  or  before  the  18th  day  after 
the  end  of  the  month,  to  each  producer 
not  less  than  the  amount  determined  by 
multiplying  the  pounds  of  producer  milk 
received  from  such  producer  during  the 
month  by  the  uniform  price  as  adjusted 
pursuant  to  §S  1036.74  and  1036.75,  less 
the  following  amounts: 

(i)  The  payment  made  pursuant  to 
subparagraph  (1)  of  this  paragraph  for 
such  month; 

(ii)  Proper  deductions  authorized  by 
the  producer; 

(iii)  Any  marketing  service  deduction 
pursuant  to  §  1036.86;  and 

(iv)  If  before  such  date  the  handler 
has  not  received  full  payment  from 
the  market  administrator  pursuant  to 
§  1036.72  for  such  month,  he  may  reduce 
pro  rata  his  payments  to  producers  by 
not  more  than  the  amount  of  such  under¬ 
payment.  Payment  to  producers  shall  be 
completed  thereafter  not  later  than  the 
date  for  making  payments  pursuant  to 
this  subparagraph  next  following  after 
receipt  of  the  balance  due  from  the  mar¬ 
ket  administrator. 

(b)  Upon  receipt  of  a  written  request 
from  a  cooperative  association  which  the 
Secretary  determines  is  authorized  by 
its  members  to  collect  payment  for  their 
milk  and  receipt  of  a  written  promise 
to  reimburse  the  handler  the  amount  of 
any  actual  loss  incurred  by  him  because 
of  any  improper  claim  on  the  part  of  the 
cooperative  association,  each  handler 
shall  pay  to  the  cooperative  association 
for  producer  milk  received  from  such 
members  an  amount  equal  to  the  sum  of 
the  individual  payments  otherwise  pay¬ 
able  to  such  producers  pursuant  to  sub- 
paragraph  (1)  or  (2),  as  the  case  may 
be,  of  paragraph  (a)  of  this  section.  Such 
payment  shall  be  made  on  or  before  the 
second  day  prior  to  the  date  specified  in 
such  applicable  subparagraph.  Payments 
under  this  paragraph  shall  be  subject  to 
the  following  conditions: 

(1)  Each  handler  shall  submit  to  the 
cooperative  association  with  such  pay- 
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ments  written  information  which  shows 
for  each  such  producer: 

(1)  The  total  poimds  of  milk  received 
from  him  duri^  the  period  for  which  the 
pa3mient  applies; 

(ii)  With  respect  to  the  payment  de¬ 
scribed  in  paragraph  (a)  (2)  only  of  this 
section,  the  total  pounds  of  butterfat 
contained  in  such  milk; 

(iii)  The  number  of  days  on  which 
milk  was  received;  and 

(iv)  The  amount  of  any  deductions 
authorized  by  the  producer; 

(2)  Payments  to  a  cooperative  asso¬ 
ciation  and  the  submission  of  informa¬ 
tion  by  handlers  pursuant  to  this  para¬ 
graph  shall  be  made  with  respect  to  that 
milk  of  each  producer  whom  the  coop¬ 
erative  association  certifies  is  a  member 
which  is  received  on  and  after  the  first 
day  of  the  calendar  month  next  follow¬ 
ing  the  receipt  of  such  certification 
through  the  last  day  of  the  month  next 
preceding  the  receipt  of  a  notice  from 
the  cooperative  association  of  a  termina¬ 
tion  of  membership  or  until  the  original 
request  is  rescinded  in  writing  by  the  co¬ 
operative  association;  and 

(3)  A  copy  of  each  such  request, 
promise  to  reimburse,  and  certified  list, 
of  members  shall  be  filed  simultaneously 
with  the  market  administrator  by  the 
cooperative  association  and  shall  be  sub¬ 
ject  to  verification  at  his  discretion 
through  audit  of  the  records  of  the  co¬ 
operative  association  pertaining  thereto. 
Exceptions,  if  any,  to  the  accuracy  of 
such  certification  by  a  producer  claimed 
to  be  a  member,  or  by  a  handler,  shall  be 
made  by  written  notice  to  the  market 
administrator  and  shall  be  subject  to  his 
determination. 

(c)  On  or  before  the  15th  day  after 
the  end  of  each  month,  each  handler 
shall  pay  a  cooperative  association  at 
not  less  than  the  class  prices  adjusted 
pursuant  to  S§  1036.52  and  1036.74  for 
milk  which  he  receives: 

(1)  By  transfer  or  diversion  from  a 
pool  plant  operated  by  such  cooperative 
association;  or 

(2)  Prom  such  cooperative  association 
In  its  capacity  as  a  handler  pursuant  to 
§  1036.9(c),  If  such  cooperative  asso¬ 
ciation  also  operates  a  pool  plant. 

§  1036.74  Butterfat  dilTerential. 

For  milk  containing  more  or  less  than 
3.5  percent  butterfat,  the  xmiform  price 
shaU  be  increased  or  decreased,  respec¬ 
tively,  for  each  one-tenth  percent  but¬ 
terfat  variation  from  3.5  percent  at  a 
rate  (rounded  to  the  nearest  one-tenth 
cent)  determined  by  multiplying  the 
simple  average  of  the  wholesale  selling 
prices  (using  the  midpoint  of  any  price 
range  as  one  price)  of  Grade  A  (92-score) 
bulk  butter  per  pound  at  Chicago,  as  re¬ 
ported  by  the  Department  for  the  month. 

§  1036.75  Plant  Iwution  adjiislnients 
for  producers  and  on  nonpool  milk. 

(a)  The  tmiform  price  for  producer 
milk  received  at  a  plant  shall  be  ad¬ 
justed  according  to  ^e  location  of  such 
plant  at  the  rates  set  forth  in  S  1036.52. 

(b)  The  weighted  average  price  ap¬ 
plicable  to  other  source  milk  shall  be 
subject  to  the  same  adjustments  appli¬ 


cable  to  the  uniform  price,  except  that 
the  weighted  average  price  shall  not  be 
less  than  the  Class  in  price. 

§  1036.76  Payments  by  hanilirr  operat¬ 
ing  a  partially  regulated  fii«lributing 
plant. 

Each  handler  who  operates  a  partially 
regulated  distributing  plant  shall  pay  to 
the  market  administrator  for  the  pro¬ 
ducer-settlement  fund  on  or  before  the 
25th  day  after  the  end  of  the  month 
either  of  the  amounts  (at  the  handler’s 
election)  calculated  pursuant  to  para¬ 
graph  (a)  or  (b)  of  this  section.  If  the 
handler  fails  to  report  pursuant  to 
§§  1036.30  and  1036.31(b)  the  informa¬ 
tion  necessary  to  compute  the  amount 
specified  In  paragraph  (a)  of  this  section, 
lie  shall  pay  the  amoiuit  computed  pur¬ 
suant  to  paragraph  (b)  of  this  section; 

(a)  An  amount  computed  as  follows: 

(1)  The  obligation  that  w'ould  have 
been  computed  pursuant  to  S  1036.60  at 
such  plant  shall  be  determined  as  though 
such  plant  were  a  pool  plant,  subject  to 
the  following  modifications: 

(I)  Receipts  at  such  nonpool  plant 
from  a  pool  plant  or  an  other  order 
plant  shall  be  assigned  to  the  utiliza¬ 
tion  at  which  classified  at  the  pool  plant 
or  other  order  plant; 

(II)  Transfers  from  such  nonpool 
plants  to  a  pool  plant  or  other  order 
plant  shall  be  classified  as  Class  II  or 
Class  ni  milk  if  sdlocated  to  such  class 
at  the  pool  plant  or  other  order  plant 
and  be  valued  at  the  weighted  average 
price  of  the  respective  order  if  so  allo¬ 
cated  to  Class  I  milk,  except  that  recon¬ 
stituted  skim  milk  in  filled  milk  shall  be 
valued  at  the  Class  in  price.  No  obliga¬ 
tion  shall  apply  to  Class  I  milk  trans¬ 
ferred  to  a  pool  plant  or  an  other  order 
plant  If  such  Class  I  utilization  is  as¬ 
signed  to  receipts  at  the  partially  regu¬ 
lated  distributing  plant  from  pool  plants 
and  other  order  plants  at  which  such 
milk  was  classified  and  priced  as  Cfiass  I 
milk.  There  shall  be  Included  In  the  ob¬ 
ligation  so  computed  a  charge  In  the 
amoimt  specified  in  §  1036.60(e)  and  a 
credit  in  the  amoimt  specified  in  I  1036.- 
71(a)  (2)  (li)  with  respect  to  receipts 
from  an  unregulated  supply  plant,  ex¬ 
cept  that  the  credit  for  receipts  of  recon¬ 
stituted  skim  milk  In  filled  milk  shall  be 
at  the  Class  lU  price,  unless  an  obliga¬ 
tion  with  respect  to  such  plant  is  com¬ 
puted  as  specified  below  in  subdivision 
(Hi)  of  this  subparagraph; 

(iii)  If  the  operator  of  the  partially 
regulated  distributing  plant  so  requests, 
and  provides  with  his  report  pursuant  to 
S  1036.30  a  similar  report  for  each  non¬ 
pool  plant  which  serves  as  a  supply  plant 
for  such  partially  regulated  distributing 
plant  by  shipments  to  such  plant  during 
the  month  equivalent  to  the  requirements 
of  S  1036.7  (b)  and  (c),  with  agreement 
of  the  operator  of  such  plant  that  the 
market  administrator  may  examine  the 
books  and  records  of  such  plant  for  pur¬ 
poses  of  verification  of  such  reports, 
there  will  be  added  the  amount  of  the 
obligation  computed  at  such  nonpool 
supply  plant  in  the  same  manner  and 
subject  to  the  same  conditions  as  for 
the  partially  regulated  distributing  plant. 


(2)  From  this  obligation,  deduct  the 
sum  of; 

(i)  The  gross  payments  made  by  such 
handler  for  milk  (adjusted  to  a  3.5-per¬ 
cent  butterfat  basis  pursuant  to 
§  1036.74)  received  during  the  month 
from  dairy  farmers  at  such  plant  and 
like  payments  made  by  the  operator  of 
a  supply  plant(s)  included  in  the  com¬ 
putations  pursuant  to  subparagraph  ( 1 ) 
of  this  paragraph;  and 

(ii)  Payments  to  the  producer-settle¬ 
ment  fund  of  another  order  under  w’hich 
such  plant  is  also  a  partially  regulated 
distributing  plant. 

(b)  An  amount  computed  as  follows: 

(1)  Determine  the  respective  amounts 
of  skim  milk  and  butterfat  in  the  plant’s 
route  disposition  in  the  marketing  area; 

(2)  Deduct  the  respective  amounts  of 
skim  milk  and  butterfat  received  at  the 
plant; 

(i)  As  Class  I  milk  from  pool  plants 
and  other  order  plants,  except  that  de¬ 
ducted  under  a  similar  provision  of 
another  order  issued  pursuant  to  the 
Act;  and 

(ii)  From  a  nonpool  plant  that  is  not 
an  other  order  plant  to  the  extent  that 
an  equivalent  amount  of  skim  milk  or 
butterfat  di^iosed  of  to  such  nonpool 
plant  by  handlers  fully  regulated  under 
this  or  any  other  order  issued  pursuant 
to  the  Act  is  classified  and  priced  as 
Class  I  milk  and  is  not  used  as  an  offset 
on  any  other  pwiyment  obllgatiim  under 
this  or  any  other  order; 

(3)  Deduct  the  quantity  of  reconsti¬ 
tuted  skim  milk  in  fluid  milk  products 
disposed  of  as  route  disposition  in  the 
marketing  area; 

(4)  Multiply  the  remaining  pounds  by 
the  difference  between  the  Class  I  price 
and  the  weighted  average  price,  both 
prices  to  be  applicable  at  the  location 
of  the  partially  regulated  distributing 
plant  (but  not  to  be  less  than  the  Class 
III  price) ;  and 

(5)  Add  the  amount  obtained  from 
multiplying  the  poimds  of  reconstituted 
skim  milk  specified  in  subparagraph  (3) 
of  this  paragraph  by  the  difference  be¬ 
tween  the  Class  I  price  applicable  at  the 
location  of  the  partially  regulated  dis¬ 
tributing  plant  (but  not  to  be  less  than 
the  Class  m  price)  and  the  Class  m 
price. 

§  1036.77  Adjustment  of  arrounts. 

Whenever  audit  by  the  market  admin¬ 
istrator  of  any  handler’s  reports,  books, 
records,  or  accounts  discloses  adjust¬ 
ments  to  be  made,  for  any  reason,  which 
result  in  moneys  due  the  market  admin¬ 
istrator  from  such  handler,  due  such 
handler  from  the  market  administrator, 
or  due  any  producer  or  cooperative  as¬ 
sociation  from  such  handler,  the  market 
administrator  shall  promptly  notify  such 
handler  of  any  such  amount  due,  and 
payment  thereof  shall  be  made  on  or 
before  the  next  date  for  making  payment 
set  forth  in  the  provision  imder  which 
such  error  occurred,  following  the  5th 
day  after  such  notice. 

§  1036.78  Charges  on  overdue  aceouiils. 

Any  unpaid  bbligration  of  a  handler  or 
of  the  market  administrator  pursuant  to 
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§§  1036.71,  1036.72,  1036.77,  1036.85,  and 
1036.86  shall  be  increased  one-half  of  1 
percent  on  the  first  day  of  the  calendar 
month  next  following  the  due  date  of 
such  obligation,  and  on  the  first  day  of 
each  calendar  month  thereafter  until 
such  obligation  is  paid. 

Administrative  Assessment  and  Market¬ 
ing  Service  Deduction 

§  10.36.85  Assrsfimrnt  for  order  admin- 
i.slrution. 

As  his  pro  rata  share  of  the  expense  of 
administration  of  this  part,  each  handler 
shall  pay  to  the  market  administrator  on 
or  before  the  16th  day  after  the  end  of 
the  month  3  cents  per  hundredweight  or 
such  lesser  amoimt  as  the  Secretary  may 
prescribe,  with  respect  to: 

(a)  Producer  milk  (including  such 
handler’s  own  production) ; 

(b)  Other  source  milk  allocated  to 


Class  I  pursuant  to  §  1036.44(a)  (7)  and 
(12)  and  the  corresponding  steps  of 
§  1036.44(b),  except  such  other  soimce 
milk  on  which  no  handler  obligation  ap¬ 
plies  pursuant  to  §  1036.60(e) ;  and 

(c)  Route  disposition  in  the  marketing 
area  from  a  partially  regulated  distribut¬ 
ing  plant  that  exceeds  the  skim  milk 
and  butterfat  subtracted  pursuant  to 
§  1036.76(b)(2). 

§  1036.86  Dedurlion  fur  niurkeliiig 
services. 

(a)  Except  as  provided  in  paragraph 
(b)  of  this  section,  each  handler  in  mak¬ 
ing  payments  for  producer  milk  received 
during  the  month  shall  deduct  5  cents 
per  hundredweight  or  such  lesser  amount 
as  the  Secretary  may  prescribe  (except 
on  such  handler’s  own  farm  production) 
and  shall  pay  such  deductions  to  the 
market  administrator  not  later  than  the 


16th  day  after  the  end  of  the  month. 
Such  money  shall  be  used  by  the  maiket 
administrator  to  verify  or  establish 
weights,  samples,  and  tests  of  producer 
milk  and  to  provide  producers  with  mar¬ 
ket  information.  Such  services  shall  be 
performed  in  whole  or  in  part  by  the 
market  administrator  or  by  an  agent 
engaged  by  and  responsible  to  him. 

(b)  In  the  case  of  producers  for  whom 
a  cooperative  association  is  performing, 
as  determined  by  the  Secretary,  the 
services  set  forth  in  paragraph  (a)  of 
this  section,  each  handler  shall  make,  in 
lieu  of  the  deductions  specified  in  para¬ 
graph  (a)  of  this  section,  such  deduc¬ 
tions  as  are  authorized  by  such  producers 
and,  on  or  before  the  16th  day  after  the 
end  of  each  month,  pay  over  such  de¬ 
ductions  to  the  association  rendering 
such  services. 
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